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Although the five boroughs contain only 37 percent of the
New York metropolitan area’ s population, housing and land
usepoliciesusualy arediscussed inisolation from the broader
regional trendsthat affect them. Whilearegiona perspective
haslong been ingtitutionalized in transportation planning, it
remainsamost total ly absent from policy decisionson housing
and land use. Many familiar problems, however, take on new
aspects when viewed from aregional perspective.

In order to sharpen thefocus of city policies, and perhaps
to forge new ties among housing and planning professionals
throughout the region, CHPC hasrecently joined forceswith
the Regional Plan Association to study metropolitan housing
trends and to evaluate the policies and practices employed
by various jurisdictions. This first collaboration between
CHPC and the RPA draws upon CHPC's expertise in
housing finance and land use policy and RPA’sexperiencein
transportation policy and regional planning. A number of
academic institutions, professional organizations, and
devel opment professionalswereinvited to inform the effort.

A report representing thefirst phase of the project, entitled
Out of Balance, wasjointly published by thetwo organizations
and isavailablein full on their respective Web sites. Out of
Balance presents some of the salient demographic and
housing market trendsthat have characterized the New York
metropolitan areaduring the past 10 to 15 years. The policy
implications of thosetrends will be analyzed morefully ina
second phase of the project.

Vexing Volatility

Public discourse that focuses on housing costs exclusively
within the five boroughs neglects the integrated nature of
the metropolitan housing market. Housing consumers tend
to arbitrage price differences across metropolitan boundaries,
so that price movements in any part of the region have
reverberations on all of the other communities.

Data from the 2000 Census dramatizes the extent to
which people move about the region. In 2000, about 10

percent of New York City’s households reported that they
had lived in New Jersey, Connecticut or another part of New
York fiveyearsearlier. However, realizing that ahousehold’s
residential choices span many five-year periods, the chance
that any given household will move acrosscity linesat some
point isquitehigh. Thoseresidential changesare especially
common at transitional pointsin an individua’s life cycle:
entrance into the labor market, marriage, birth of children,
and retirement, among others.

Recognizing that people move about the region as their
life cycle needs and preferences dictate underscores that
the prosperity of the city and its suburbs are mutually
dependent. Affordablerental housing near masstransit may
be important for the immigrant work force that provides so
many essential services, but attractive, spacious suburban
communities are also necessary for the region to compete
for the educated |abor modern economies depend on.

The CHPC/RPA research indicates that home pricesin
the New York metropolitan area are among the highest in
the country, but are not dramatically higher than might be
expected given thecity’swealth, size, and coastal geography.
According to National Association of Realtors data, each of
Cdliforniasmajor cities, aswell asBoston, have home prices
equal to or abovethose of theNew York region. Asrecently
as 2001, Seattle and Washington D.C. had home pricesa most
ashigh, although New York’s prices have surged ahead during
the past three years. All of those coastal cities are at their
greatest competitive disadvantage relative to home costsin
landlocked sunbelt citieslike Houston, Dallas and Atlanta.

In 2003, the median price of asingle-family homeinthe
New York metropolitan areawas $353,000, about 108 percent
above the national median. Ten years earlier, the regional
price was only 62 percent above the national median. Over
the past two decades, the rate of real price appreciation of
homes in the New York region has been about 3.4 percent
annually, compared to 1.9 percent in the nation as a whole.
Our regionis, in fact, much less competitive on housing costs
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thanitwasjust afew yearsago. Since 1999, home pricesin
the region have risen by about 20 percent relative to home
pricesnationally. Sobering asit might be, thereisvirtually
nothing public policy could do that would offset the impact
of the price gains of the past five years.

It isequally true, however, that housing pricesin our
region experienced along-term decline prior to the recent
run-up. The CHPC/RPA research shows that inflation-
adjusted home prices in the core counties surrounding
Manhattan decreased by about 9 percent from 1990 to
2000. In the outer ring of suburbs, they decreased by
almost 15 percent. Nor were the declines confined to
owner housing: real rents were flat in the inner core
counties, decreased by about 2 percent in theinner suburbs,
and decreased by almost 10 percent in the outer suburbs.

Increasingly, it appearsthat significant price volatility
has become a permanent feature of our housing landscape.
Thefirst big inflation in housing prices, during the 1970s,
can be easily explained by a high rate of overall inflation
and a huge baby-boom generation of first-time
homebuyers. The price spurtinthelate 1980sis somewhat
more difficult to explain, and the most recent price run-up
even harder. Despite the depressing effect of the stock
market slump on local incomes, the tragedy of 9/11, and a
recession followed by a sluggish recovery, housing prices
have spiked. While it might be tempting to attribute the
recent increases to low mortgage rates, in fact mortgage
rates fell throughout the country and did not have such a
dramatic effect on home prices.

Some recent academic research indicates that housing
prices are becoming more volatile in coastal markets and
in“new economy” housing markets. Thereasonsfor that
remain puzzling, since the metropolitan economies
themselves are not morevolatile. Nevertheless, the new
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pricevolatility isyet another factor complicating the housing
decisionsof theregion’sfamiliesand confounding the efforts
of organizations that work for greater housing equity.

A Question of Balance
The rapid rate of home appreciation in the New York
metropolitan area raises thorny questions, as it can be
interpreted in different ways.

Many economists would argue that the appreciation
premium our region has experienced reflects its growing
prosperity and attractiveness relative to other metropolitan
areas. Cities that have had lower rates of housing price
growth, like Cleveland and Philadel phia, have also had lower
rates of personal income growth. Inhousing market studies,
personal income growth consistently registersasa principal
determinant of housing price changes. Yet, one can point to
citieslike Chicago, Charlotte and Atlanta, which experienced
faster per capita income growth, but more modest house
price appreciation, than New York during the past decade.

Itispossiblethat supply constraintsin our region channel
population and income growth moreinto priceinflation, and
lessinto new housing construction, than would beoptimal. 1t
is, however, difficult to make the case that supply is
excessively constrained in our metropolitan area. From 1990
to 2003, over 630,000 new housing unit permitswereissued
in the 32-country region—more than the total number of
housing units that exist in the cities of Baltimore and
Washington, D.C., combined. Relative to popul ation growth,
the housing inventory in the New York metropolitan area
grew faster during the 1990s than it did in Houston, Dallas,
or Phoenix.

It is not entirely obvious, then, that the housing price
increases in our region have been a bad thing. Since about
58 percent of householdsin the New York metropolitan area
own their own homes, rapid appreciation of home prices has
promoted wealth accumul ation for many, if not most, of the
region’s families. That housing wealth can translate into a
more secure retirement for homeowners, or it can be
leveraged into a college education for their children. The
benefits of such wealth accumulation to the home-owning
middle-class, which is simultaneously threatened by rising
college and health care costs and retirement pension
uncertainties, cannot be dismissed. Unfortunately, urban land
theory provides little guidance for determining how much
housing appreciation istoo much.

Because of the difficulty of judging the proper level of
housing costs or the optimal rate of price appreciation for
the region as a whole, RPA and CHPC researchers have
utilized the concept of “market balance” in evaluating regional
housing problems. The three principal components of a
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balanced housing market were defined as aff ordability, choice
and quality, which interact with each other to determine the
adequacy of theregional housinginfrastructure. For example,
there may be awiderange of housing types and neighborhood
environments from which to choose, but if prices are
prohibitive for the groups that desire them, regional
competitivenessisdiminished. Likewise, theremay beample
suppliesof low-cost housing, but it may bein poor condition
or located far from low-skill job opportunities. Such issues
can be analyzed without the need to make value judgments
about what isthe “right” level of housing prices.

Out of Kilter

In a well-balanced housing market, most households with
permanently low incomes would have access to subsidized
housing that |eavesthem sufficient fundsto cover other living
necessities. Since demand for housing amenities tends to
riselessquickly thanincome, there should be asmooth decline
in housing cost-to-income ratios as one goes up the income
scale. However, relatively few households with moderate-,
middle- or high-incomes would have high housing cost
burdens, as there would be a range of housing alternatives
appropriate to their tastes and resources.

It will come as no surprise that our regional housing
market diverges from that idealized balance. About 29
percent of the region’s households had high housing cost
burdens (defined as 35 percent of income), arate well above
the national average. Everywhere in the region, nearly four
out of five households with annual incomes under $20,000
had high cost burdens. Such figures indicate a gross
undersupply of subsidized housing. RPA and CHPC
calculated that, while the region added about 57,000 low-
income households during the 1990s, it lost over 100,000

apartments affordable to them. Cost pressures are not,
however, limited tolow-incomefamilies. Intheinner ring of
suburban counties, nearly one-fifth of households earning
between $50,000 and $75,000 annually have excessive
housing cost burdens.

In additionto the growing shortage of subsidized housing
for low-incomefamilies, our region has other distinct housing
imbalances. For example, whilethereareover 1 million rental
apartmentsaffordableto low-incomefamilies (not al of which
are occupied by such households), many of them arein poor
maintenance condition. The percentage of renters in our
region who are dissatisfied with the maintenance condition
of their building is above the national average of 7 percent,
especialy in New York City and Newark, where 12.5 percent
and 14.2 percent are dissatisfied, respectively. Though
maintenance conditions are better in the suburbs, even on
Long Island tenant dissati sfaction with building maintenance
ismorecommon thanitisnationally.

The physical inadequacy of theregional housing stock is
also apparent when looking at the amenitiesit offers. New
York hasalower proportion of dwelling unitswith automatic
clothes washers and dish washers than any other
metropolitan areain the country. Whilethe absence of those
appliances may impose only small inconveniences on
residents, it is indicative of a growing gap between the
characteristicsof our regiona housinginventory and the needs
of contemporary households. The maintenance and amenity
shortcomings of our regional housing stock are partialy a
function of its age, which is greater than that of any
comparable metropolitan area.

Perhaps the most alarming imbalance revealed by the
first phase of the RPA/CHPC project is highlighted by
commuting data. Over 40 percent of our region’s workers
commute over 40 minutes each way, and 6 percent travel
for morethan 90 minutes, both proportions significantly higher
than any other metropolitan area. Furthermore, the
commuting picture is deteriorating rapidly. Between 1990
and 2000, the number of regional commuters with long
commutes (over 45 minutes) increased by over 300,000, while
the number with short commutes (under 25 minutes)
decreased by about the same amount.

Although greater congestion probably accountsfor some
of theincreased commuting time, amore plausible explanation
isthat there isagrowing mismatch between where jobs and
dwellingsarelocated. Thisisnot asimple matter of too few
housing units being created in the city, leading to more
commuting from the suburbs: during the 1990s, New York
City added 114,000 jobs and 95,000 housing units, aratio of
jobsto dwellingsvery closeto the prevailing average. More
likely, lengthening commutesresult from acomplex interplay
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between the types of jobs being created around the region,
and the types of dwellings available in those areas. For
example, if high-wagejobsare being created in the city while
lower-wagejobsare being created in the suburbs, and housing
trends are just the opposite, average commuting times will
increase. CHPC and RPA researchers are currently delving
into the datato better understand why commuting times have
increased so dramatically.

Breaking the Barriers

A survey of housing and planning policies throughout the
region and discussions with officials and other experts
indicates that there is widespread agreement on the barriers
to better housing conditions and greater housing equity. The
barriers are easier to identify than to overcome, of course,
and strategies for doing so will be the principal focus of the
second phase of the project.

In providing housing for the lowest income groups, the
availability of subsidy isalwaysalimiting factor. The steady
retreat of the federal government from housing support will
exacerbatethat constraint, especially in suburban jurisdictions
that rely amost exclusively on federal moniesto fund their
housing programs. Jurisdictionswill belooking increasingly
for state and county resourcesto fill thegap, and will probably
continue to move toward inclusionary housing and other
indirect subsidy techniques. It is somewhat surprising,
however, that housing officials outside of the city often list
other constraints ahead of those that are purely financial.

Land use and zoning restrictions have long been seen as
important barriersto affordable housing and to awider range
of housing choice. During theyearsof the most rapid “white
flight” from the city, exclusionary techniques, such aslarge-
lot zoning, were often employed by suburban communities
for deliberately discriminatory purposes. Ironically, evenas
the suburbsbecomemoreracialy and ethnically diverse, new
factorsare encouraging adoption of similar zoning measures.

Metropolitan Area Commuting Times

Percent of Workers Commuting

Less thar More thar More thar

40 minutes 40 minutes 90 Minutes
Metropolitan Area.
NY-NJ-CT 66% 34% 6%
Los Angeles 76% 24% 4%
Chicago 70% 30% 4%
San Francisco-Oakland 74% 26% 3%
Boston 77% 23% 2%
Washington-Baltimore 69% 31% 3%
Philadelphia 7% 23% 3%
Detroit-Ann Arbor 81% 19% 2%
Dallas-Fort Worth 78% 22% 2%
Houston 75% 25% 2%

In particular, rapid loss of open space and growing congestion
in once bucolic areas encourage communities to mandate
larger lot sizesin order to limit development and preserve
the remnants of their wooded or agricultural pasts. Although
that zoning trend may have exclusionary effects, there are
real environmental and quality-of-life concernsthat underlie
it. The challenge for housing advocates and plannersis to
channel growing preservationist sentiment into political
support for smart growth policiesthat can both foster housing
opportunity and enhance suburban environments.

One housing barrier that does not exist within the city
but looms large outside it is fiscal zoning. Within the five
boroughs, any single affordable housing project hasanegligible
fiscal impact, with the city’ svaried tax base, $47 billion budget,
and five-county school system. But inthe suburbs, residential
property taxes are the basis of public school finance, and
new housing development can have amaterial effect on the
fiscal balance of local school districts, especially when new
school facilities are needed. Consequently, housing
development proposalsof any kind areincreasingly scrutinized
for their impact on public school capacity and the tax base
and, if the net effect is judged to be adverse, are rejected.
Many housing officials outside the city believethat there will
be no significant progresstoward greater housing opportunity
until that fiscal dilemmais addressed.

Asentrenched as the municipal finance systemis, there
is nevertheless opportunity for change. With the recent
rulings in the Campaign for Fiscal Equity litigation, New
York courts have followed those of New Jersey and
Connecticut in demanding sweeping school finance reform.
Thusfar, planning and housing professionalshave beenlargely
absent from the school finance debate, but educational and
fiscal inequities are rooted in land use disparities and land
use experts should be moreinvolved in the discussion. How
court-ordered school finance reform is ultimately
undertaken—or evaded—will influence the housing and
planning environment for decades to come.

Interest in regional perspectives on housing has tended
to ebb and flow. A swell of interest in the late 1960s and
early 1970s, driven by “Fair Share” housing goals, ultimately
to led to political impasse and discouragement. Motivating
the recent work of CHPC and RPA, however, is a belief
that as conditions and jurisdictional interests change, new
possibilities for coordination will emerge.--Frank Braconi
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Mae Foundation, the Surdna Foundation, the Community
Independence Bank Foundation, the Wachovia
Foundation, Bank of America, and the Greenpoint
Foundation for underwriting theregional housing project.

Publication of the Urban Prospect is made possible in part through grants from the Community Preservation Corporation, the
Dickler Family Foundation and the JPMorgan Chase Foundation.



