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Land is among the most valuable assets in the United States, and its value is a function of how we 

use land and what we build on it. According to one study, the value of all land in the lower 48 states 

is estimated at about 1.4 times the nation’s Gross Domestic Product (GDP).1 Only 6 percent of the 

nearly 2 billion acres of land is developed, but this small share accounts for nearly half the total land 

value. That is, each acre of developed land is worth over 16 times an acre of undeveloped land. 

Land is also one of the most tightly regulated resources. We regulate both what we can build on 

land through zoning, and how we can build it through building codes. While they collectively 

determine land use, zoning and building codes operate in entirely different ways: zoning is rigid and 

prescriptive, and therefore limits opportunities of growth and inclusion (oftentimes by design). 

Permitting is complex, uncertain, and therefore increases costs of construction as well as starting a 

business or building a house.  

 

 
1 This estimate is for 2009. Source: Larson, William. 2015. New Estimates of Value of Land of the United States. 
https://www.bea.gov/system/files/papers/WP2015-3.pdf. 
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ZONING LAWS 

Zoning refers to a vast set of regulations that determine where you can build, what you can build, 

and what activities you can engage in on your property.2 For example, it will tell you whether you 

can build a house or a business on your land—and what kind, to boot. It will tell you how tall your 

building can be, how far away it needs to be from the curb, or what share of your land you can use 

for your building. It will tell you how large a lot must be before it is deemed suitable for building 

anything on it.  

Started at the turn of the century, zoning grew largely out of demand from land-owners who wanted 

to keep property values intact by keeping out what they considered to be sources of nuisance.3 The 

intent moved quickly away from addressing nuisance to segregating people and income levels.4 For 

example, in 1870, San Francisco passed the Cubic Air Ordinance that required 500 cubic feet of 

space per occupant—a law only enforced where Chinese residents lived.5  Other discriminating 

ordinances followed, banning public laundries and washhouses, all with an attempt to keep the 

Chinese residents out of certain neighborhoods.6 It was common to see zoning ordinances go 

beyond nuisance issues that had been addressed by common law. The ascribed goals of zoning 

stretched thin the definition of public interest to include things like “[p]romote the health, safety, 

morals, and general welfare of the community, to protect and conserve the value of buildings, and 

encourage the most appropriate use of the land.”7 

With popular support, zoning laws quickly spread from cities to suburbs, becoming more 

comprehensive, complicated, and detailed. Modern zoning codes go well beyond allowable types of 

use to regulate specific features of individual buildings—their width, the share of surface space 

dedicated to windows on outer walls, the size of balconies, or the distance between entries.8  

Zoning laws are also increasingly used to specify what you can do even after a building is in place: 

from whether you can run a small business in it, to  “[w]hether you can own a chicken to whether 

you can hang laundry out to dry.”9 

 

 
2 Gardner, Spencer. 2017. “A History of Zoning in Three Acts - Part I.” Strong Towns. 
https://www.strongtowns.org/journal/2017/6/28/a-history-of-zoning-in-three-acts-part-i. 
3 Fischel, William A. 2004. “An Economic History of Zoning and a Cure for Its Exclusionary Effects.” Urban Studies 41(2): 317–40. 
http://journals.sagepub.com/doi/10.1080/0042098032000165271. 
4 Oatman-Stanford, Hunter. 2018. “Demolishing the California Dream: How San Francisco Planned Its Own Housing Crisis.” 
Collectors Weekly. https://www.collectorsweekly.com/articles/demolishing-the-california-dream/. 
5 Yang, Joshua. 2009. “The Anti-Chinese Cubic Air Ordinance.” American Journal of Public Health 99(3): 440. 
6 That law was invalidated by an 1886 Supreme Court case. Erickson, Amanda. 2012. “The Birth of Zoning Codes, a History.” 
CityLab. https://www.citylab.com/equity/2012/06/birth-zoning-codes-history/2275/. 
7 City of Richmond v. Board of Supervisors of Henrico County, 199 Va. 679, 686, 101 S.E.2d 641, 646 (1958); see also Southern 
Railway Co. v. City of Richmond, 205 Va. 699, 707, 139 S.E.2d 82, 88 (1964) 
8 Barnett-Woods, Bryan. 2018. “Zoning Laws Are Frequently Abused. Here’s What They’re Supposed to Do.” Greater Greater 
Washington. https://ggwash.org/view/66121/zoning-laws-are-frequently-abused.-heres-what-theyre-supposed-to-do. 
9 Cited in Gardner 2017. 
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BUILDING CODES 

Building codes have been developed in response to shoddy and unsafe construction and the 

consequent hazards that threaten human lives. Early use of building codes in the United States date 

back to 17th century and mainly were concerned with reducing fire hazard when wood frames were 

the main type of construction. Cities increasingly began to adopt codes, generally in response to 

major disasters such as the 1886 Chicago Fire or the 1906 San Francisco Earthquake.10  The 

insurance industry, having a great stake in minimizing hazards, helped found the Building Officials 

and Codes Administrators, International (BOCA) and their subsequent iterations, issuing the first 

“model” building codes for localities to adopt. Today, revisions to building codes in the United 

States are largely done through model legislation that is formulated by architects, engineers, and 

other invested parties, and adopted with minor tweaks across local jurisdictions.   

Almost immediately following their widespread adoption, building codes have also been 

characterized as unduly costly.11 For example, a State Committee report from 1920 found that “[t]he 

building codes of the country have not been developed upon scientific data, but rather on 

compromises; they are not uniform in principle and in many instances involve an additional cost of 

construction without assuring most useful or more durable buildings.”12  In the 1960s, three national 

commissions identified building codes as important factors affecting the efficient production of 

housing.13 

Today, the costs associated with building codes are less about the specifications laid out in the 

code, but almost always are related to how local governments implement them. Whether a 

construction project involves an entire office building, a sprawling housing development, a small 

expansion to a house, or minor alternations to a retail space to accommodate the needs of a new 

tenant, builders must seek “permits,” go through construction plan reviews—often through multiple 

agencies—and the project must be inspected before occupancy. It is more so this permitting and 

inspection process, and less the prescriptions in the code, that has frustrated growth. For example, 

in its “Doing Business” reports, which measure the relative impact of business regulations on 

economic growth, the World Bank dedicates an entire section14 to the permitting process, with steps 

such as: 

 

 
10 Rossberg, Jim, and Roberto T Leon. 2008. Evolution of codes in the USA. 
https://www.nehrp.gov/pdf/UJNR_2013_Rossberg_Manuscript.pdf. 
11 McConnaughey Jr., John S. 1978. An Economic Analysis of Building Code Impacts: A Suggested Approach. Washington, D.C. 
12 Quoted from the Advisory Commission on Intergovernmental Relations (ACIR) report, Building Codes, A Program for 
Intergovernmental Reform, Washington, D.C., 1966 (McConnaughey Jr. 1978). 
13 These include the Advisory Commission on Intergovernmental Relations (ACIR), the National Commission on Urban Problems 
(the Douglas Commission) and the President's Committee on Urban Housing (the Kaiser Committee).  
14 For details, see the methodology section of how the researchers estimate the cost of obtaining necessary permits and 
approvals for construction. Available at https://www.doingbusiness.org/en/methodology/dealing-with-construction-permits. 
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• Obtaining all plans and surveys necessary to start the design phase of a project; 

• Obtaining and submitting all relevant project-specific documents (for example, building plans, 

site maps and certificates of urbanism) to the authorities; 

• Hiring external third-party supervisors, expediters, engineers or inspectors, when necessary; 

• Obtaining all clearances, licenses, permits and certificates necessary before a business can 

open doors in a space; 

• Submitting all required notifications for the start and end of construction, including for 

inspections; 

• Requesting and receiving all necessary inspections. 

Permitting agencies are notoriously resistant to change and appear to be incapable of solving 

seemingly simple problems such as sharing permit information, making permit applications easy, 

and the process transparent.15 Complaints include the lack of information, or the confusing nature of 

what could be found, the need to do multiple visits to the planning or regulatory departments, the 

lack of response to questions, and the uncertainties associated with the time and effort necessary to 

obtain a permit and successfully pass an inspection.  

ECONOMIC AND SOCIAL COSTS OF LAND USE 
REGULATIONS 

Among the most frequently mentioned costs of land use regulations is related to housing. 

Restrictive land use regulations increase housing costs for residents through three separate yet 

related mechanisms. First, by restricting supply, land use policies increase prices.16 Second, costly 

reviews associated both with zoning changes and with permitting and inspections processes 

increase the cost of construction. Third, artificial limitations on how land can be used can change 

urban form. Restrictions operate through project proformas, incentivizing the production of sub-

optimal housing such as larger, more expensive single-family homes rather affordable duplexes or 

triplexes; or tiny, expensive apartments targeting affluent singles and couples rather than larger 

units in multifamily buildings that can accommodate families.  

Land use restrictions define the size and shape of cities, and impact who can live in them. 

Restrictions—sometimes by design—increase racial and economic segregation. This impacts not just 

the economic opportunities today, but opportunities available to future generations. The impact of 

 

 
15 Goldsmith, Stephen, and Michael Hendrix. 2018. “Unclogging the Permit Pipeline.” In Urban Policy 2018, New York City: The 
Manhattan Institute. https://www.manhattan-institute.org/html/urban-policy-2018-unclogging-permit-pipeline-11509.html. 
16 Zoning was seen as a way of assuring buyers that their neighborhood won't change adversely. For example, Los Angeles 
implemented its zoning code in 1909 mainly to keep heavy industry and commerce out of certain neighborhoods. It was a 
response to the demand from land-owners that property values would go down if such industrial use permeated their 
neighborhoods (Erickson 2012). 
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restrictive residential land use policies also operates through the labor market, both reducing 

growth and increasing current and future income and wealth disparities.  

Restrictive land use regulations increase housing costs.  

It is not always easy to pinpoint how much of the housing value appreciation in a region is directly 

related to restrictive land use regulations and how much is related to construction costs, increased 

demand, or other macroeconomic factors. Use restrictions, as well as demand for housing vary 

greatly across the country. It is common to see large swaths of land dedicated to low-density use—

specifically single-family housing, but the impact of such zoning is different in D.C., New York City, or 

San Francisco than what it would be in Buffalo, Detroit, or Baltimore. To circumvent these problems, 

researchers have used clever methods, such as looking at housing value growth in closely situated 

places with different restrictive regimes; comparing construction costs to housing values to estimate 

the value premium that cannot be explained by economic fundamentals; and using comprehensive 

information on land regulation to control for the differences around the country to make judgements 

of how much of the price increases can be linked to restrictive land regulations. These studies, 

which go back to the late 1980s, explore different mechanisms and use increasingly sophisticated 

techniques, but they universally find one thing: restrictive land use practices increase housing 

prices.  

One pioneering study by economists Lawrence Katz and Kenneth Rosen17 took advantage of the 

variations across different parts of San Francisco: some neighborhoods had imposed with moratoria 

on growth or other types of growth controlling plans, while others had not. The authors found that 

market values for houses were between 17 and 38 percent higher in communities with moratoria on 

growth or other types of growth controlling plans.  Another study from early 1990s—this time 

comparing various jurisdictions within Montgomery County, Maryland—found that after per capita 

incomes, housing prices were most responsive to restrictive zoning. And prices were shaped by not 

just restrictive regulations in the locality itself, but also the restrictiveness of housing policies in 

nearby localities.18 A third study explored the differential growth and land use restrictions in New 

Jersey’s “Comprehensive Management Plan” to show that differential restrictions resulted in 

measurable differences in housing prices within five to six years.19  

 

 
17 Katz, Lawrence, and Kenneth T Rosen. 1987. “The Interjurisdictional Effects of Growth Controls on Housing Prices.” Source: 
Journal of Law and Economics 30(1): 149–60. http://www.jstor.org/stable/725395. 
18 Pollakowski, Henry O., and Susan M. Wachter. 1990. “The Effects of Land-Use Constraints on Housing Prices.” Land 
Economics 66(3): 315. http://www.jstor.org/stable/3146732; Wachter, Susan M, and Man Cho. 1991. Journal of Urban and 
Contemporary Law, Interjurisdictional Price Effects of Land Use Controls, Wash. 
https://openscholarship.wustl.edu/law_urbanlaw/vol40/iss1/4. 
19 Beaton, W. Patrick. 1991. “The Impact of Regional Land-Use Controls on Property Values: The Case of the New Jersey 
Pinelands.” Land Economics 67(2): 172. http://www.jstor.org/stable/3146409. 
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Similarly, historic district designations have been shown to create a price premium. One study found 

that this premium was 29 to 38 percent in Chicago neighborhoods with historic designations.20  The 

historic district designation premium in New York City is 20 percent.21 A study of data based on 

many U.S. metropolitan areas found evidence that moving from less stringent to more stringent 

regulations generated a premium of 13 to 26 percent in rents and 32 to 46 percent for sales.22  

Another interesting group of research have examined the difference between the cost of housing 

and the price of housing to deduce the impact of restrictive policies. Economist Ed Glaeser and his 

colleagues noticed that the typical home costs no more than 110 percent of the combined costs of 

the physical structure and the land. However, in the Boston, New York City, Newport News, Salt 

Lake City, and D.C. metropolitan areas, the gap between construction costs and home prices can be 

as high as 33 percent. The cities they identified as those with a large gap between construction 

costs and housing prices turned up to be those that have the most strictly regulated residential land 

use.23 We know this because researchers from Wharton School of Business created a national index 

that captures how strictly residential land is regulated across major housing markets through the 

country.24 Their index captured various types of regulatory interventions to show that that coastal 

markets in the United States are more highly regulated; and land use regulation is stricter in 

wealthier communities. Researchers using the information from this index found that minimum lot 

sizes are among the most restrictive policies.25  

Costly reviews associated both with zoning changes and with permitting 

and inspections processes increase the cost of construction. 

Obtaining construction permits and going through inspections can be substantially different 

experiences across cities in terms of costs, time, and required procedures. Most of these differences 

stem from the ease or difficulty of the zoning approval process, the need for reviews from other 

government agencies, such as environmental reviews, and the efficiency of the building permitting 

and inspection practices. The impacts of these administrative reviews on housing costs could be 

 

 
20 Schaeffer, Peter V., and Cecily Ahern Millerick. 1991. “The Impact of Historic District Designation on Property Values: An 
Empirical Study.” Economic Development Quarterly 5(4): 301–12. http://journals.sagepub.com/doi/10.1177/089124249100500402. 
21 Been, Vicki et al. 2014. Preserving History or Hindering Growth? The Heterogeneous Effects of Historic Districts on Local 
Housing Markets in New York City. Cambridge, MA. http://www.nber.org/papers/w20446.pdf. 
22 Malpezzi, Stephen, Gregory H. Chun, and Richard K. Green. 1998. “New Place-to-Place Housing Price Indexes for U.S. 
Metropolitan Areas, and Their Determinants.” Real Estate Economics 26(2): 235–74. http://doi.wiley.com/10.1111/1540-
6229.00745. 
23 Glaeser, Edward L, Joseph Gyourko, and Raven Saks. 2003. NBER working paper series: Why Is Manhattan So Expensive? 
Regulation and the Rise in House Prices. http://www.nber.org/papers/w10124. 
24 Gyourko, Joseph, Albert Saiz, and Anita Summers. 2008. “A New Measure of the Local Regulatory Environment for Housing 
Markets: The Wharton Residential Land Use Regulatory Index.” Urban Studies 45(3): 693–729. 
http://journals.sagepub.com/doi/10.1177/0042098007087341. 
25 Glaeser, Edward L, Jenny Shuetz, and Bryce A Ward. 2006. Regulation and the Rise of Housing Prices in Greater Boston. 
https://books.google.com/books/about/Regulation_and_the_Rise_of_Housing_Price.html. 
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significant: across major residential markets in the country, regulatory burdens, on average, account 

for nearly a quarter of the cost of building single-family homes.26 Just the costs associated with the 

development stage—figuring out what could be done, where, including zoning ordinances—is 60 

percent of the regulatory costs. Homes are 3.1 percent more expensive, just because of the interest 

expense for debt-financed land acquisition related to delay due to subdivision and zoning approval. 

Then there is the opportunity cost: the cost of land unbuilt or undeveloped because zoning would 

not allow it: 2.6 percent of the final price of a house. In contrast, in housing markets where there are 

fewer delays, the cost of housing is closer to the construction costs.27  

Higher construction costs impact commercial development too. Costs of construction permits vary 

substantially—administrative compliance costs could be as low as 0.3 percent to 0.7 percent of the 

total cost of construction in Dallas, Raleigh, and St. Louis, and as high as 3 percent in Los Angeles 

and San Francisco.28 The regulatory costs across sixteen high-growth cities in the country run an 

average of 1 percent of the construction costs and 3 months of processing in order to complete a set 

of, on average, fifteen standard procedures. This process includes both pre- and post-construction 

phases for small commercial buildings.  

Restrictive land use regulations alter urban form.  

Restrictive land use regulations influence all aspects of urban form, with deep impacts on labor 

allocation, workforce behavior, and neighborhood amenities.29 Density controls and height 

restrictions have been shown to increase sprawl30; or can limit the relative size of the urban area.31  

Another aspect of urban form than deeply depends on land use policy is how effectively we use 

land. This is most evident from rules that determine how much of the land is set aside for single-

family homes versus multifamily units. Research shows that when land use is restricted, unexpected 

 

 
26 Emarth, Paul. 2016. Government Regulation in the Price of a New Home. 
http://www.nahbclassic.org/generic.aspx?sectionID=734&genericContentID=250611&channelID=311&_ga=2.181062439.1287300
652.1565563389-1832662209.1565563389. 
27 Glaeser, Edward, and Joseph Gyourko. 2002. The Impact of Zoning on Housing Affordability. Cambridge, MA. 
http://www.nber.org/papers/w8835.pdf. 
28 U.S. Chamber of Commerce Foundation. 2015. Regulatory Climate Index. Washington, D.C. 
https://www.uschamberfoundation.org/sites/default/files/article/foundation/Section 1.pdf. 
29 The literature review presented here largely draws from Gyourko and Molloy’s excellent review essay: Gyourko, Joseph, and 
Raven Molloy. 2014. Regulation and Housing Supply. http://www.nber.org/papers/w20536.ack. 
30 Bertaud, Alain, and Jan K. Brueckner. 2005. “Analyzing Building-Height Restrictions: Predicted Impacts and Welfare Costs.” 
Regional Science and Urban Economics 35(2): 109–25. https://www.sciencedirect.com/science/article/pii/S0166046204000213; 
Mills, Edwin S. 2005. “Why Do We Have Urban Density Controls?” Real Estate Economics 33(3): 571–85. 
http://doi.wiley.com/10.1111/j.1540-6229.2005.00130.x. 
31 Geshkov, Marin V., and Joseph S. DeSalvo. 2012. “The Effect of Land-Use Controlson the Spatial Size of U.S. Urbanized 
Areas.” Journal of Regional Science 52(4): 648–75. http://doi.wiley.com/10.1111/j.1467-9787.2012.00763.x; Quigley, John M., and 
Aaron Swoboda. 2006. “The Urban Impacts of the Endangered Species Act: A General Equilibrium Analysis.” Berkeley Program 
on Housing and Urban Policy, Working Paper Series. https://ideas.repec.org/p/cdl/bphupl/qt639089c2.html. 
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increases in average household incomes will raise the amount of multifamily construction by more 

than single-family construction, because developers will have an incentive to build as densely as 

they can where land is relatively expensive.32 When housing supply is restricted, affluent singles and 

couples can out-compete families for family sized units, as happens in D.C., increasing the pace of 

gentrification. This further amplifies the displacement impacts of higher incomes.33  

FIG 1.  Availability and affordability of housing units in D.C., by household size (2017) 

 

In other instances, if zoning restricts multifamily housing, the construction response to an income 

shock could be shifted towards areas where it is more profitable to construct single-family housing. 

Builders tend to build fewer smaller or lower-priced homes—evidenced by growing home sizes 

across the country—because it is hard to pass the regulatory costs to buyers. 34   

 

 

 
32 Hilber, Christian A L, Jan Rouwendal, and Wouter Vermeulen. 2014. Local Economic Conditions and the Nature of New 
Housing Supply. http://eprints.lse.ac.uk/61872/1/sercdp0164.pdf. 
33 Sayin Taylor, Yesim. 2018. Taking stock of the District’s housing stock. Washington, D.C. 
https://www.dcpolicycenter.org/publications/taking-stock-full-report/ (March 28, 2018). 
34 Hilber, Rouwendal, and Vermeulen 2014 
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FIG 2.  Current zoning map of allowable single-family dwellings in D.C. 

 
 

Even within single family zoning, the type of housing can have significant impacts on density. In D.C., 

land with single-family units add up to about 20 percent of the District’s entire surface area (Figures 

2 & 3), 28 percent of all tax lots, 48 percent of all lots not occupied by the federal government or 

held by the National Park Service,35 and 74 percent of all tax lots with residential use, including 

apartments, condos, and cooperatives. This zoning gives the city its suburban feel, but contributes 

to price pressures.  

Importantly, parts of the city zoned for single family housing and stricter lot restrictions look very 

different from parts of the city where row-homes and duplexes are allowed. The median lot size for a 

 

 
35 The federal government owns 2,690 lots, which account for only 1 percent of all lots (207,810) but 35 percent of the surface 
area. 
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detached single-family unit is 3.3 times that of a rowhouse and the 90th percentile lot is 9,970 

square feet, or nearly four times the 90th percentile lot for a rowhouse (Figure 3).36  

FIG 3.  Land use intensity by type of single-family home 

 

Furthermore, restrictive land use practices make it costlier to build (or subsidize) affordable housing, 

causing jurisdictions to spin their wheels when it comes to increasing affordability. Again, in the 

District of Columbia, community advocates have been increasingly appealing zoning changes the 

city’s Zoning Commission for large scale development that needs more density than what was 

originally allowable. These appeals are lengthy, and filled with uncertainties, and can hold up 

housing production.37 They not only slow down the pace of market-rate housing production, but also 

impede the production units with affordability covenants the developers had committed to as a 

community benefit, in return for the density increase they receive.38 According to one count 

 

 
36 Sayin Taylor, Yesim. 2019. Single-Family Zoning and Neighborhood Characteristics in the District of Columbia. Washington, 
D.C. https://www.dcpolicycenter.org/publications/single-family-zoning-2019/. 
37 Whitehead, David. 2018. “Why the Office of Planning Likes PUDs (and Why You Should Too).” Greater Greater Washington. 
https://ggwash.org/view/66787/why-the-office-of-planning-likes-puds-and-why-you-should-too. 
38 If a proposed project requires rezoning—for example from commercial to mixed use, or residential to higher density 
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between 2000 and 2018, the Zoning Commission approved 76 PUDs for over 20,000 housing units, 

4,500 of which were affordable units.39 About a third of these projects were appealed, stopping the 

construction of 6,400 homes, of which 2,049 were affordable units.  

Restrictive land use regulations increase economic and racial segregation. 

Where housing is more expensive low-income households will likely be excluded. In neighborhoods 

where land use restrictions impede supply, the outcome will be economic segregation. It is hard to 

isolate the root cause of price increases, but researchers have tried by looking at changes in the 

neighborhood income composition after a land use restriction is adopted. For example, one study 

that examines how local growth-control enactment between 1979 and 1988 in California affected 

housing construction found that regions that adopted controls—especially those that limited 

available land or downsized zoning—were more likely to have concentrations of high income 

residents.40 Again in California, after the creation of a coastal boundary zone to regulate 

construction near the coastline in 1976, household incomes rose faster in census tracts within the 

zone.41  

Similar observations hold true for building codes. One study in California finds that stricter codes are 

associated with smaller homes and fewer rooms, but only for households in the lower end of income 

distributions.42 Furthermore, households in the bottom income quintile use more energy when they 

are in a stricter-code region, and home values for these households fall whereas home values of 

high-income households rise; building energy codes thus transfer wealth from lower-income 

households to higher-income households.  

 

 

 

 
residential use—developers must seek an approval from the city’s Zoning commission through a Project Unit Development 
process. In return for taller or denser development, the developers are expected to provide community benefits. These benefits, 
which are extensively negotiated with the community, can take the form of streetscape improvements, workforce development 
programs, community spaces, or even affordable housing. See Burger, Nick. 2016. “Planned Unit Developments, Explained.” 
Greater Greater Washington. https://ggwash.org/view/43490/planned-unit-developments-are-a-big-part-of-building-in-dc-heres-
an-explanation-of-what-those-are. Developers must also include affordable housing units as a part of the inclusionary zoning 
requirements.  
39 To put this number in context, the estimated number housing units in the District of Columbia is about 309,000 (Sayin Taylor, 
Taking stock.) 
40 Levine, Ned. 1999. “The Effects of Local Growth Controls on Regional Housing Production and Population Redistribution in 
California.” Urban Studies 36(12): 2047–68. http://journals.sagepub.com/doi/10.1080/0042098992539. 
41 Kahn, Matthew E., Ryan Vaughn, and Jonathan Zasloff. 2010. “The Housing Market Effects of Discrete Land Use Regulations: 
Evidence from the California Coastal Boundary Zone.” Journal of Housing Economics 19(4): 269–79. 
https://www.sciencedirect.com/science/article/pii/S1051137710000410. 
42 Bruegge, Christopher D, Tatyana Deryugina, and Erica Myers. 2018. The Distributional Effects Of Building Energy Codes. 
http://www.nber.org/papers/w24211. 
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FIG 4.  Housing patterns across the District 

 

Much of what can be said about economic segregation due to restrictive land use can easily be 

extended to racial segregation as income and race characteristics of households are closely linked 

and change in predictable ways. But sometimes, exclusion, especially racial exclusion, is the intent. 

Federal and local land use decisions, restrictive covenants, redlining, and the placement of public 

housing, have facilitated the racial segregation in metropolitan regions by design.43 And it has been 

 

 
43 Massey, Douglas S., and Nancy A. Denton. 1993. American Apartheid: Segregation and the Making of the Underclass. Harvard 
University Press. https://www.hup.harvard.edu/catalog.php?isbn=9780674018211; Nelson, Arthur C., Casey J. Dawkins, and 
Thomas W. Sanchez. 2004. “Urban Containment and Residential Segregation: A Preliminary Investigation.” Urban Studies 41(2): 
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successful: quantitative research that dates back to 1990s finds that more regulated communities 

have seen a decline in the share of minority populations44, or a slower growth in minority 

populations.45  

Restrictive land use regulations increase wealth disparities. 

Whether or not the effect is intended, the correlation of restrictive land use regulations with 

subsequent increases in economic and racial segregation have long lasting effects. Land—

specifically when used as housing—is a major means of wealth accumulation. Growth in housing 

values has been also a major contributor to the growth in net capital income over the past several 

decades, contributing to the larger share of capital in national income, and increasing wealth 

inequalities.46  

According to a recent study, a $1,000 increase in housing prices disqualify over 150,000 

households from qualifying for a mortgage.47 Further distortions follow: When land use is restricted, 

the value of public investments, too, vest in existing development. In the District of Columbia, 

housing values tripled between 2000 and 2018. An analysis of appreciation patterns across the city 

show that more of this new wealth in housing has capitalized in existing homes that were built on 

significantly restricted land long before the city’s recent economic boom, and not in new 

construction.48  

 

 
423–39. http://journals.sagepub.com/doi/10.1080/0042098032000165325; Rolleston, Barbara Sherman. 1987. “Determinants of 
Restrictive Suburban Zoning: An Empirical Analysis.” Journal of Urban Economics 21(1): 1–21. 
https://www.sciencedirect.com/science/article/pii/0094119087900192; Rothstein, Richard. 2017. The Color of Law : A Forgotten 
History of How Our Government Segregated America. 
44 Donovan, Todd, and Max Neiman. 1995. “Local Growth Control Policy and Changes in Community Characteristics.” Social 
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FIG 5.  Change in assessed home values by ward among owner-occupied units, 2006-2018 
Since 2006, the overall assessed values of owner-occupied single-family homes increased by over $3 billion in 

Wards 3 and 4, while the number of owner-occupied single-family units have declined by more than a combined 

1,000. 

 
Source: Integrated Tax System Public Extracts, 2006 through 2018, provided by the Office of Revenue Analysis. Each extract 

is a snapshot of the ITS database, taken between August and October of each year. Homestead properties include all kinds of 

residential units that are owner-occupied or eligible for senior exemption.  

For more, see “Tax practices that amplify racial inequities: Property tax treatment of owner-occupied housing,” published 

October 24, 2018. https://www.dcpolicycenter.org/publications/tax-practices-that-amplify-racial-inequities-property-tax-

treatment-of-owner-occupied-housing/ 

 

This feedback between public investments and private returns on homeownership is most obvious 

in jurisdictions that use property taxes to finance local services such as schools or public safety. 

Higher tax collections help support public services help these communities prosper, and make them 

an attractive place to live, which in turn raises property values, completing the loop.49  

Meanwhile, housing that is affordable tends to concentrate in under-resourced communities. The 

effects of living in economically and racially segregated communities work through schools, criminal 

justice system, and labor markets, reducing not only current income but incomes into the future.50  

Land use regulations operate through labor markets, to reduce growth 

and increase inequality. 

Ultimately, higher housing prices because of land use regulations channel workers, especially new 

workers, or those with few skills, to low productivity markets. When there are changes in demand for 

labor in a locality, workers move to respond to these changes. To the extent that restrictive land use 

 

 
49 Jaeger, William K. 2006. “The Effects of Land Use Regulations on Property Values.” Environmental Law 36: 105. 
http://www.cbo.gov/ftpdocs/10xx/doc1051/takings.pdf. 
50 Chetty, Raj et al. 2018. The Opportunity Atlas Mapping the Childhood Roots of Social Mobility. 
https://www.census.gov/ces/pdf/opportunity_atlas_summary.pdf. 
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practices constrain the movement of labor, they could have a meaningful influence on the economic 

health of local communities.  

Recent research shows that when low-skilled workers are excluded from high-productivity, high-

return areas because they simply cannot afford to live there, we see slower economic growth and 

higher income and wealth disparities. One study has found that in states where there is a larger 

accumulation of state appellate court cases dealing with land use have less in-migration from low-

wage locations and stronger sorting of skills.51 The authors show that by channeling low-skilled labor 

to low-productivity areas, zoning has contributed to increased wage inequalities estimate that 

zoning contributed to about 10 percent of the hourly wage inequality from 1980 to 2010.  One new 

study—using data from 220 metropolitan areas—show that housing supply constraints lowered 

aggregate U.S. growth by 36 percent from 1964 to 2009.52 

IS THERE ANY HOPE FOR REFORM? 

Last December, Minneapolis did away with single-family zoning, permitting three-family homes in 

each lot, abolishing parking minimums, and allowing high-density buildings along transit corridors.53 

In March, Seattle upzoned many of its neighborhoods, including eliminating single-family zoning in 

some areas.54 Then came Oregon, which, in late June, passed legislation to eliminate single-family 

zoning and instead allow by right two- to four-unit (and sometimes larger) buildings on lots that are 

presently zoned for single-family homes, depending on city size.55 Some of these changes are 

driven by the changing preferences. Seattle’s upzoning was a response to increasing home prices, 

Oregon’s to increasing sprawl; lawmakers in Minneapolis said they were responding to increasing 

demand from voters that something be done about increasing racial disparities.  

Another idea in local and national policy circles is to shift to a land value tax, a property tax regime 

where the tax is imposed on only the value of the land and not to the value of improvements (i.e., 

whatever is built on the land). When we consider how a land value tax could be implemented in the 

District, it becomes clear that such a shift would need to be made in conjunction with upzoning, as 

 

 
51 Ganong, Peter, and Daniel Shoag. 2015. Why Has Regional Income Convergence in the U.S. Declined? 
http://www.people.fas.harvard.edu/~ganong/motion.html. 
52 Hsieh, Chang-Tai, and Enrico Moretti. 2019. “Housing Constraints and Spatial Misallocation.” American Economic Journal: 
Macroeconomics 11(2): 1–39. https://doi.org/10.1257/mac.20170388. 
53 Capps, Kriston. 2018. “Why Minneapolis Just Made Zoning History.” City Lab. https://www.citylab.com/equity/2018/12/mayor-
minneapolis-2040-affordable-housing-single-family-zoning/577657/. 
54 Hurtado, Ludwig. 2019. “Housing crisis has Seattle weighing end of single-family zoning.” NBC News. 
https://www.nbcnews.com/news/us-news/housing-crisis-has-seattle-weighing-end-single-family-homes-n988001. 
55 Bliss, Laura. 2019. “Oregon’s Single-Family Zoning Ban Was a ‘Long Time Coming.’” City Lab.  
https://www.citylab.com/equity/2019/07/oregon-single-family-zoning-reform-yimby-affordable-housing/593137/. 
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restrictive land use regulations in D.C. limit the potential development impacts of a land value tax.56 

(The D.C. government would also need to make significant changes to its real property tax 

assessment processes, as current assessments do not distinguish between the value of the land 

and the value of what is built upon it.) 

D.C. has taken the first steps to allow for more density in neighborhoods restricted to single-family 

housing by allowing Accessory Dwelling Units (ADUs)57 by right, but more significant moves will 

necessary to meet Mayor Bowser’s affordable housing goals58—especially in Ward 3 neighborhoods 

west of Rock Creek Park, which are predominately composed of detached single-family homes in 

large lots.59 If D.C. follows in the footsteps of Minneapolis or Oregon, the effects on the city’s skyline 

would likely be minimal, but the gains in density could be great; even small increases in allowable 

density in single-family zones could have significant impacts. 
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56 Sayin Taylor, Yesim. 2019. “Land Value Tax: Can it Work in the District?” D.C. Policy Center. 
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Greater Washington. https://ggwash.org/view/65134/dc-now-allows-accessory-apartments-to-be-built-in-residential-zones-what-
happens-next. 
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59 Sayin Taylor, Yesim. 2019. “D.C. single family neighborhood density: Ward 3 versus Ward 6.” D.C. Policy Center. 
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