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Make Housing Affordable by Ending the New Feudalism

Fifty years ago, housing was affordable everywhere in 
the United States. The 1970 census found that the 

statewide ratio of median home prices to median family 
incomes was greater than 3.0 only in Hawaii, where it was 
3.04. Price-to-income ratios were under 2.5 in every other 
state, and under 2.2 in California, New York, and other 
states that today are considered unaffordable.

A home that costs three times a family’s income is 
considered affordable because (depending on mortgage in-
terest rates) the family can generally pay off a mortgage on 
that home in 15 years. When the home is four times the 
income, it can take 30 years, while families can never pay 
off a conventional mortgage on homes that are five times 
their incomes. Higher home prices also mean higher down 
payments, which make housing even more unaffordable. 

Housing is in crisis today because price-to-income ra-
tios have risen above 5.0 in California, Hawaii, and the 
District of Columbia, and above 4.0 in Colorado, Ore-
gon, and Washington (calculated from tables B19113 and 
B25077 of the 2018 American Community Survey). 

These high housing prices are not due to demand. 
Housing remains affordable, with price-to-income ratios 
well below 3, in some of the fastest-growing states in the 
nation, including Georgia, North Carolina, and Texas. 
Prices remain affordable in these areas because a lack of 
government restrictions allow developers to meet just 
about any demand for new housing. 

There is a growing consensus that government land-
use regulation is the cause of housing affordability prob-
lems. But there is less consensus about which regulations 
are actually the source of those problems: some blame the 
problem on single-family zoning; others on urban-growth 
boundaries and other rural land-use restrictions. Under-
standing the problem means discovering which regula-
tions are more stringent in the states that have housing 
affordability problems and less stringent or non-existent 
on states that have no such problems. 

Such an examination reveals that the real cause of 
housing affordability problems is restrictions on develop-
ment in rural areas, often referred to as smart growth or 

growth management. The only way to make housing afford-
able again is to end those restrictions.

The War on Sprawl
For nearly sixty years, urban planners have waged a war 
on sprawl. They claim low-density urbanization threatens 
farmlands, increases congestion, and contributes to air 
pollution. They are supported by city officials who want 
to collect the taxes generated by new developments and 
environmentalists who seek to preserve rural open space.

The weapons planners use in their war on sprawl in-
clude growth boundaries, service boundaries, greenbelts, 
concurrency requirements, large-lot zoning in rural areas, 
and similar measures aimed at containing urbanization 
within fixed limits. Together, planners describe these pol-
icies as growth management. They are more accurately de-
scribed as the New Feudalism, a property-rights system in 
which people are allowed to own land but development 
rights to that land are held by the government.

Growth management can be applied at the county 
level, such as in Montgomery County, Maryland, which 
has placed two-thirds of the land in the county off lim-
its to development by putting it in agricultural reserve 
zones or through conservation easements. It can be used at 
the metropolitan area level, such as in Denver, where the 
Denver Regional Council of Governments has drawn an 
urban-growth boundary limiting the growth of dozens of 
cities in the region. Or it can be legislated at the state level, 
such as in Hawaii, Oregon, and Washington, which have 
passed state laws restricting development of rural areas. 

Smart growth is a special form of growth manage-
ment that aims to increase the density of lands that have 
already been urbanized rather than spreading low-density 
development into lands that are not yet urbanized. Boul-
der, Colorado’s Danish plan, which limited the number 
of building permits that would be issued each year, is a 
form of growth management but not smart growth. San 
Francisco’s Plan Bay Area, which called for high-density 
developments along transit corridors to increase popula-
tion densities, is smart growth.

https://data.census.gov/cedsci/table?q=b19113&g=0100000US.04000.001&table=B19113&tid=ACSDT1Y2018.B19113&lastDisplayedRow=0&hidePreview=true
https://data.census.gov/cedsci/table?q=b25077&g=0100000US.04000.001&table=B25077&tid=ACSDT1Y2018.B25077&lastDisplayedRow=0&hidePreview=true
https://www.cato.org/publications/policy-analysis/new-feudalism-why-states-must-repeal-growth-management-laws
https://www.boulderweekly.com/opinion/danish-plan/the-danish-plan-recalled/
https://mtc.ca.gov/our-work/plans-projects/plan-bay-area-2040/plan-bay-area


Why Sprawl Is Not a Problem
As it turns out, the war on sprawl was wrongfully fought. 
It identified the wrong enemy and used the wrong tools. 
The 2010 census found that all of the urban areas in the 
country, including all urban clusters of 2,500 people or 
more, occupy just 3 percent of the nation’s land. Even the 
most heavily developed states, New Jersey and Rhode Is-
land, are more than 60 percent rural. 

Urbanization poses no threat to farm productivity. 
The United States has 1.1 billion acres of agricultural land 
and uses only about a third of them for growing crops. 
The number of acres used for growing crops has declined 
in recent decades not because of urbanization but because 
the per-acre yields of most major crops are growing faster 
than the nation’s population. 

Nor do urban containment measures relieve conges-
tion or reduce air pollution. Instead, they dramatically in-
crease congestion because the effect of increased densities 
on driving is small. A doubling of densities might reduce 
per capita driving by 10 percent, but that still means that 
there would be 80 percent more driving on the existing 
road network. Since cars pollute most in congested traffic, 
the result would be more air pollution, not less. As Univer-
sity of California economist David Brownstone concluded 
after studying the relationship between urban form and 
driving, the effect of increased densities is “too small to be 
useful” in saving energy or reducing air pollution.

Why Anti-Sprawl Is Unaffordable
The war on sprawl has had one major effect: it increased 
housing prices and made housing unaffordable for most 
people in areas that practice growth management. It did so 
in several ways. First, limiting the amount of land available 
for development in growing areas caused land prices in-
side the containment zones to go up. The average price of 
land in regions practicing growth management can be ten 
times greater than in areas that don’t, and land inside of 
growth boundaries commonly sells for many times more 
than land outside the boundaries.
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The regions with the highest land prices also happen to be the re-
gions with the strictest growth-management regimes. Source: NBER.

Second, limiting the land available for development 

allowed cities to heavily regulate development in ways 
they wouldn’t dare do if developers could build on inex-
pensive land outside the cities. In Texas, where counties 
aren’t allowed to zone much less impose growth boundar-
ies, applying for a permit to build a home in Dallas or San 
Antonio might take a few weeks and is almost certain to 
be approved. Getting a similar permit in the San Francisco 
Bay Area, even just to build on a vacant lot next to existing 
homes, can take several years and there is a high risk that 
such a permit might never be approved. Impact fees also 
tend to be higher in growth managed areas for the same 
reason: cities know that developers won’t be able to escape 
the fees by building outside of the containment areas.

Third, while planners often argue that cities contain 
plenty of vacant land suitable for infill development, such 
infill projects cost more, per square foot, than housing de-
velopments on large areas of undeveloped land. The econ-
omies of scale of building hundreds of homes on green-
fields makes those homes less expensive than building the 
same number on vacant lots scattered around a city.
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Housing Construction Cost Per Square Foot

California developer Nicholas Arenson estimates that high-rise 
construction costs per square foot can be as much as 7.5 times the cost of 
single-family homes.

Fourth, while planners claim developers can over-
come high land costs by building higher densities, the 
cost of high-density construction is significantly greater, 
per square foot, than low-density construction. Due to the 
increased need for steel, concrete, and similar materials, 
the cost of building three or more stories is progressively 
greater the more stories are built. One California devel-
oper calculates that building three stories costs 30 to 50 
percent more, per square foot, than two-stories; four to 
seven stories costs 200 to 300 percent more; and eight or 
more stories costs 450 to 650 percent more. 

Finally, once growth management has made housing 
expensive, cities often respond with “affordable housing” 
policies that actually make most housing even more ex-
pensive. These policies include inclusionary zoning, which 
requires developers to sell or rent a percentage of new 
dwellings at below-cost rates; developer impact fees to pay 
for affordable housing; and increased property taxes to 
build such housing. Such policies may provide a few lucky 
people with housing at below-market rates at the cost of 

https://www2.census.gov/geo/docs/reference/ua/PctUrbanRural_State.xls
https://www.nrcs.usda.gov/Internet/FSE_DOCUMENTS/nrcseprd1422028.pdf
https://www.ers.usda.gov/webdocs/DataFiles/52096/Cropland_19452012_by_state.xls?v=3726.3
https://www.ers.usda.gov/webdocs/DataFiles/52096/Cropland_19452012_by_state.xls?v=3726.3
http://onlinepubs.trb.org/Onlinepubs/sr/sr298brownstone.pdf
http://onlinepubs.trb.org/Onlinepubs/sr/sr298brownstone.pdf
http://davidalbouy.net/landvalue_index.pdf
http://davidalbouy.net/landvalue_index.pdf
http://www.newgeography.com/content/001808-property-values-11-times-higher-across-portlands-urban-growth-boundary
http://davidalbouy.net/landvalue_index.pdf
https://ti.org/pdfs/DevelopersPerspectiveonPBA.pdf
http://ti.org/ppts/ArensontoMTC05-08-15.pptx


increasing housing prices for everyone else.
So-called affordable housing projects built in these cit-

ies are anything but affordable. A mid-rise project planned 
in Seattle is expected to cost $530 per square foot. Individ-
ual units in this project will cost about $360,000, which 
would be reasonable for Seattle except that the units are 
only about 660 square feet. A mid-rise project in Portland 
is also expected to cost $530 per square foot of living area 
for units that will average 730 square feet. When planners 
use the word “affordable,” what they mean is “tiny.” 

By comparison, the median price of housing in 
fast-growing urban areas that don’t practice growth man-
agement, including Atlanta, Charlotte, and Dallas-Ft. 
Worth, is typically $130 to $140 per square foot. But even 
by Portland and Seattle standards, $530 per square foot is 
far too high.
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According to Zillow, the median list price per square foot in ar-
eas with the strongest growth-management laws can be more than four 
times the price in areas with no growth management. 

This also raises the importance of distinguishing be-
tween affordable housing and housing affordability. The for-
mer is subsidized housing built for people who can’t afford 
market-rate housing. The latter is a measure of the ability 
of everyone in the region to afford housing. Growth-man-
agement policies that increase housing prices may increase 
the need for affordable housing subsidies, but society can’t 
afford to subsidize housing for everyone. Yet that would be 
needed if the median price of all housing in the country 
cost five to ten times median family incomes.

Growth Management and Affordability
Unfortunately, the Wharton Index of land-use regulations 
considers only local rules and does not consider growth 
boundaries and other regional regulations. Yet a look at 
state and regional planning reveals there is nearly a one-to-
one correspondence between regions that practice growth 
management and regions that have housing affordability 
problems, meaning price-to-income ratios of 4 or more. 
Moreover, as shown in this comparison of price-to-income 
ratios by urban area over time, there is also a correspon-
dence between when regions adopted growth management 
policies and when their housing became less affordable, 
usually a few years after the policies were adopted. 

Hawaii passed the nation’s first growth-management 

law in 1961, which is one reason why Hawaii had the na-
tion’s least-affordable housing in 1970. Prices continued to 
grow and by 1980 median Honolulu prices were 5.5 times 
median family incomes.

The California legislature passed a law in 1963 requir-
ing each county in the state to form a local-area formation 
commission (LAFCO) that would authorize annexations 
and the creation of new cities or service districts. LAFCos 
were made up of representatives of each city in the county, 
and by 1975 many if not most LAFCOs in the state had 
used this power to stop urban expansion. In particular, 
urban-growth boundaries in the five counties around San 
Francisco—Alameda, Contra Costa, Marin, San Mateo, 
and Santa Clara—put about 70 percent of those counties 
off limits to development. 

San Jose’s urban-growth boundary has been unchanged since 
1974, pushing the price of homes such as the one shown on page 1 of this 
paper to well above a million dollars.

The problem was compounded when courts ruled 
that any expansion of an urban-growth boundary would 
require an environmental impact report under the state’s 
environmental quality act. Since such reports cost tens of 
millions of dollars, this has effectively frozen the growth 
boundaries in place. As a result, the density of California 
urban areas today is approximately twice the density of 
urban areas in the rest of the country, and 95 percent of 
the people in the state are forced to live on just 5.3 percent 
of the land. No other state is this concentrated. The 1980 
census found that median housing prices in many Cali-
fornia urban areas had climbed above four times median 
family incomes.

Oregon passed a growth-management law in 1973 
that required all major cities to draw urban-growth bound-
aries. Prices in some Oregon urban areas exceeded three 
times family incomes in 1980. Due to the severe impact of 
the 1980s recession on Oregon’s timber-based economy, 
prices fell in 1990 but recovered by 2000.

Housing in Seattle was affordable in 1980. King 
County, home of Seattle, drew an urban-growth boundary 
in 1985, pushing prices above three times median family 
incomes in 1990. Other Washington urban areas were still 

http://www.seattleforgrowth.org/digging-deeper-non-profit-housing-costs-plymouths-501-rainier/
https://www.oregonlive.com/washingtoncounty/2019/03/metro-housing-bonds-first-project-the-mary-ann-apartments-in-beaverton.html
http://ti.org/antiplanner/?p=15804
https://files.zillowstatic.com/research/public/Metro/Metro_MedianListingPricePerSqft_AllHomes.csv
https://files.zillowstatic.com/research/public/Metro/Metro_MedianListingPricePerSqft_AllHomes.csv
http://realestate.wharton.upenn.edu/wp-content/uploads/2020/01/Working-Paper-2020.pdf
http://americandreamcoalition.org/pdfs/Penalty.pdf


affordable, but in 1990 the state legislature required most 
cities to write growth-management plans. By 2005, prices 
in Bellingham, Bremerton, Olympia, and Tacoma had also 
risen well above three times family incomes.

Florida passed a growth-management law in 1985. 
Implementation took some time and housing was still af-
fordable in 2000. But by 2005 median prices had jumped 
to more than five times family incomes in Miami and Na-
ples, more than four times in Fort Lauderdale and Sara-
sota, and well over three times in Orlando, Tampa, and 
many other parts of the state. 

Statewide growth-management laws have been passed 
mainly by coastal and New England states, but a few inte-
rior regions practice growth management without a state 
law. Boulder adopted the Danish plan, purchasing a huge 
greenbelt around the city to prevent rural development 
and limiting the number of annual building permits inside 
the city, in 1976. It has since become the least affordable 
city in any interior state. The Denver Regional Council 
of Governments adopted an urban-growth boundary in 
1997. Denver housing was still affordable in 1999, but by 
2005 price-per-income ratios had risen to 3.5 and by 2018 
they were 4.2. 

Regulation at the county level, particularly in 
Loudoun County, Virginia and Montgomery County, 
Maryland, has pushed up Washington, DC-area housing 
prices. State and local regulation in New Jersey and New 
England states, most of which have abolished the county 
level of government, have made housing expensive in New 
York City and Boston. 

Growth management has proven a little more flexi-
ble in Oregon and Colorado than California. Oregon 
cities have made modest additions to their urban-growth 
boundaries from time to time. While not enough to keep 
up with population growth, these additions have kept 
Portland home prices lower than in California. By con-
trast, California counties have not significantly added to 
their growth boundaries since they were first created in 
the 1970s.

Growth management accounts for almost every case 
of high price-to-income ratios. The main exception is Ne-
vada, which has no growth-management laws or plans. 
Nevada’s problem is that it is still a feudalist society, with 
more than 80 percent of its land owned by the federal gov-
ernment. Federal lands form an effective urban-growth 
boundary around Nevada cities, especially Las Vegas. This 
pushed the state’s price-per-income ratio just above 4.0 in 
2018. While half or more of the land in other high-cost 
states is private, growth-management laws have created 
a New Feudalism in which people can own land but the 
government tells them what they can do with it.

Blaming Single-Family Zoning
Rather than admit that their urban containment policies 
have made housing more expensive, density advocates 
divert attention from their own bad policies by blaming 

residents of single-family neighborhoods who, they say, 
are racist and classist in objecting to the construction of 
high-density housing within their neighborhoods. The 
city of Minneapolis and state of Oregon have abolished 
single-family zoning in order to encourage more high-den-
sity development. 

Aside from housing costs, residents of single-family 
neighborhoods have at least three good reasons to object 
to denser developments: congestion, crime, and taxes. 
Low-density neighborhoods are rarely congested, but add-
ing dense housing to a neighborhood whose street net-
work was built for single-family homes will significantly 
increase traffic.

High-density neighborhoods tend to have more 
crime not because the residents of such neighborhoods are 
more likely to commit crimes but because housing devel-
opments with more common areas, which are typical of 
denser housing projects, are more difficult to defend than 
neighborhoods with more private lots. This is document-
ed in Creating Defensible Space, a book by architect Oscar 
Newman published in 1996 by the Department of Hous-
ing and Urban Development.

While density advocates point to costs-of-sprawl 
studies showing that urban-service costs are lower in dense 
developments, these studies compare the costs of provid-
ing such services to high-density vs. low-density green-
field developments. Increasing the density of low-density 
neighborhoods often means tearing up streets to install 
water and sewer facilities capable of serving the increased 
population, and existing residents will be expected to pay 
“their share” of these costs in increased water fees or taxes. 
Despite the findings of costs-of-sprawl studies, which are 
mostly hypothetical, actual comparisons of taxes and den-
sity find that residents of higher-density urban areas pay 
more taxes than low-density ones.

San Antonio is the nation’s eleventh-largest city at the heart of one 
of the fastest-growing urban areas. The city has single-family zoning, yet 
new homes such as the 2,425-square-foot model are available for under 
$225,000.

For all these reasons, homeowners prefer either sin-
gle-family zoning or protective covenants in which they 
willingly give up some of the rights to develop their land 
provided their neighbors do the same. Subdivisions built 

http://www3.drcog.org/documents/archive/UGBHistory_052208_handout.pdf
http://www3.drcog.org/documents/archive/UGBHistory_052208_handout.pdf
http://joelkotkin.com/books/
https://www.huduser.gov/Publications/pdf/def.pdf
https://scholars.duke.edu/display/pub664946
https://www.heritage.org/report/the-costs-sprawl-reconsidered-what-the-data-really-show
https://www.heritage.org/report/the-costs-sprawl-reconsidered-what-the-data-really-show


in areas without single-family zoning are usually accom-
panied by protective covenants because developers know 
that people will pay more to live in areas protected from 
commercial, industrial, or high-density incursions. Abol-
ishing single-family zoning represents a betrayal of the in-
terests of the people who live in such areas because such 
covenants would have been used if they hadn’t had zoning. 
Nor does abolishing zoning “restore” anyone’s property 
rights because almost everyone today who owns a home in 
a neighborhood zoned for single-family homes bought it 
after such zoning was applied.

Density Is Not the Solution
There is no evidence that single-family zoning makes 
housing more expensive or that abolishing it will make it 
more affordable. By 1960, almost every city in America 
except Houston had approved zoning codes that put large 
portions of their cities in single-family zoning. Yet hous-
ing remained very affordable nationwide, mainly because 
there were few limits on new home construction outside of 
cities. It was only when states, counties, and regional gov-
ernments began to restrict rural development that housing 
in the cities became unaffordable.

Contrary to those who say that density is the solution 
to affordability problems, California urban areas have be-
come less affordable even as their densities increased. Be-
tween 1970 and 2018, the population density of the Los 
Angeles urban area grew by 37 percent while its price-to-
income ratio grew from 2.2 to 8.0. The density of the San 
Francisco-Oakland urban area grew by 55 percent while 
its price-to-income ratio grew from 2.3 to 7.7. The density 
of the San Jose urban area grew by 71 percent while its 
price-to-income ratio grew from 2.2 to 7.8.
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2018 Affordability and Density in the 
Nation’s 60 Largest Urban Areas

Density is strongly correlated with reduced housing affordability. 
Source: 2018 American Community Survey

Comparing densities and affordability in the nation’s 
60 largest urban areas reveals a strong negative correlation 
between the two. Of these urban areas, none whose price-

per-income ratio is under three has a density greater than 
3,600 people per square mile. No urban area whose den-
sity is greater than 4,100 people square mile has a price-
per-income ratio less than 4, and most are more than 6. 
The correlation coefficient between density and price-to-
income ratios is 0.82, which is particularly strong.

In areas practicing growth management, abolishing 
single-family zoning won’t make housing more affordable 
because it doesn’t solve the problems of high land prices 
and higher construction costs of multi-story buildings. The 
only solution to those problems is to abolish urban-growth 
boundaries and other growth-management policies.

Making America Affordable Again
High housing prices have serious repercussions on the 
nation’s economy. Homeownership rates are stuck below 
65 percent when rates in other, supposedly less-wealthy, 
countries are much higher. This reduces the rate of small 
business formation because equity in businessowners’ 
homes is a major source of capital for start-ups. 

A paper by MIT (now Northwestern University) 
economist Matthew Rognlie revealed that high housing 
prices are the main source of wealth inequality. Indeed, 
while some people accuse single-family zoning of perpet-
uating segregation, census data show that the number of 
black people in high-cost areas such as San Francisco and 
Los Angeles is declining while the number in affordable 
areas such as Atlanta and Dallas is growing faster than the 
regions’ populations as a whole.

Adding insult to injury, states and regions that have 
made housing unaffordable then demand that the federal 
government “fix” the problem by providing more funding 
for affordable housing. Under federal guidelines, people of 
median incomes or less are eligible for some federal hous-
ing subsidies. Since low-income people have been pushed 
out of high-cost areas, this means that people earning well 
over $100,000 a year can be eligible for housing assistance.

To make housing affordable again, states, regions, and 
counties need to abolish the urban-growth boundaries and 
other policies that restrict rural development. The Depart-
ment of Housing and Urban Development can promote 
this by denying housing funds to states and metropolitan 
areas whose price-to-income ratios are more than 3.0 as a 
result of rural land-use restrictions. Ending the New Feu-
dalism will play a key role in making America great again. 

The Antiplanner is Randal O’Toole, a land-use and 
transportation policy analyst and the author of American 
Nightmare: How Government Undermines the Dream of 
Homeownership. The masthead photo shows a once-afford-
able home in a San Jose neighborhood where houses today 
typically sell for more than a million dollars.

https://www.census.gov/housing/hvs/files/qtr319/tab5.xlsx
https://en.wikipedia.org/wiki/List_of_countries_by_home_ownership_rate
https://www.brookings.edu/wp-content/uploads/2016/07/2015a_rognlie.pdf
https://sites.northwestern.edu/rognlie/home/
https://www.bbc.com/news/world-us-canada-44725026
https://www.bbc.com/news/world-us-canada-44725026
https://ti.org/antiplanner
http://store.cato.org/books/american-nightmare-how-government-undermines-dream-homeownership
http://store.cato.org/books/american-nightmare-how-government-undermines-dream-homeownership

