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IHeusIng Quantity’ and Price In the
Besten Metropoelitan; Area since 1980
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Regulation vs. Landl Area as a
Barier to: New: Development

One: extra acre: per lot led 1o 38" percent fiewer permits
petween 1980 andl 2002; extia regulations depress
development hy 10 percent each (GSW):.

“ine median ot size for new: single-family’ houses was
0.91 acres, up frem 0.76 between 1990 and 1996
(Jakalhoevics).

Land densities; are often; not particulany: Right: there: are
27 localities; Inrgreater Boston Witk less than one home
oK every tWe) acres.

s Tihese allow: fewer tham 30 URILS per year.



More Density,

Moere New:! IHeusing
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The Economic Conseguences of
Restricting Heusing Supply,

No IHemes), NorPeoeple, No Johs
Restrcted Supply: Means Volatile Housing Prices

Enims; Eventually: Do Leave High-Coest Areas and
Wages Eventually DerEall

IHIgh! Prices Change the Character of the City.



Employment Growtih and
Permits in the 1990s

Employment Growth

Las Vega

{
4

Permits ih the 1990




Wiy IS Pepulation; Declining in
Greater Eoston?

Seme. claimi this IS a Sign eff econemic decline: or
soclall exclusion:.

BUt these: are both demand fiactors.

Ii- demandiwas falling), median NoLUSe PrICES
Would net have rsen firemi $365, 000 iR mid-2003
10, $419,. 500! IRt mid-2005.

Therefere, this s a supply: proklem.

Witheut Rew: units, places;|oses people
s [HousIng| depreciation and fiewer people per unit
s Permits/Heusing Steck has te be .42 percent per year



Populatien Grewith andl Permmits in
Massachusetts’ Counties since 2000

Annual Population Growth 2000-2
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Limitedl Supply: Leads to Velatility
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Supply’ Elasticity: and! Price Volatility
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Price Voelatility and Supply.
Across the U.S.

Housing Price Volatility
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Wiy Doees; Volatility: Matter?

Net wealtih changes rrapidly, Whlch can have
efifiects on consumpien.

Related industries, like hanking, may: e buffetead
Y. heusing| price shocks.

IR particular, aonet judge the Impact eff heusing
[estrictions: by loekingl at teday s price — mean
[eversion Is extremely streng.



Price Growth In the
1980s and 1990s

Price Growth in the 90s
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Mean Reversion

(Glaeser and Gyeurke, forthceming)

Relative te regien trenads and natenal prces:

Eer evenry dollai Increase inl PrceS, GVer: five
years, prices fall by 33 cents over the next five
\/ears.

Albout ene-half ofi thisiis related te declining
INCOMES I MIGMECOST areas;

In “red states,” the other halli comes from Rew.
supply.



Supply: Restrictions and Income

A’ proguctivity shieck ter a regien Will push up

lRcome and heUsIng Prces;

a Using eil and tech shecks; we estimate: $1 ofi wage
INCreases pushes; up prices by $6.50.

Elfms dor seent, NeWeVer, ter e anle to

eventually leave RIgh-cost regions.

IR & recent Boston GlIoreSUNVey:, S5 PErCEnt of
the state’s CEOS named the hight cest off living as
the higgest economic challenge facing the state.



Price Growth in the 1980s and
Income Decline 1990-1995
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Income and House Prices

(Glaeser and Gyoeurke,ferthcoming)

Relative torarea trends and national controls:

If prices o Up; in ene five-year period by $50,000,
Incomes drep by $1.,500 durng the next five-year period.

Employment dreps by five percent with that same
IACrease.

Inis does not necessarily: mean that residents of greater:
Bosten Will Beceme pPeorer.

Rather, differences between wages Ini Boston and Wages
A GLhEr regionRs ane likely: te; shrink ever: tinme.



IHeusIing Supply: and! the Character
off Greater Boston

Restricting housing supply: ensures; that only,
Wwealthier people can atford terlive In the region.

x BUL It does) not appeal to make the region elder or
less| Inclusive of outsiders.

ThisiIs easiest 1o see with the regionrs skill lbase.

IHighi skill'levels are tnlikely ter hurt ecenemic
grewin,, but they derlead terless econoemic
dIvVersity.



Fewer Permits — A Boeutique: City
(Higher Ceost, Larger Cities)

Change in BA Graduates 1980-200——.
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The Economic Conseguences of
IHeUusIng Restrictions

Arsmaller econemy. Withivelatile heusing Prees
calernng o elites.

\Wages and employment doreventually decline;
relative te trends.

'he biggest economic: IoSses: are: incurred hy.
eusIders and the nation.

TThe country Ieses When' Its most productive
fegions make It much; hanrder for peeple anad
firms to take advantage off that productivity.



	Housing Supply Restrictions and the Boston Economy
	Housing Quantity and Price in the Boston Metropolitan Area since 1980
	Regulation vs. Land Area as a Barrier to New Development
	More Density, More New Housing
	The Economic Consequences of Restricting Housing Supply
	Employment Growth and Permits in the 1990s
	Why is Population Declining in Greater Boston?
	Population Growth and Permits in Massachusetts’ Counties since 2000
	Limited Supply Leads to Volatility
	Supply Elasticity and Price Volatility
	Price Volatility and Supply Across the U.S.
	Why Does Volatility Matter?
	Price Growth in the 1980s and 1990s
	Mean Reversion (Glaeser and Gyourko, forthcoming)
	Supply Restrictions and Income
	Price Growth in the 1980s and Income Decline 1990-1995
	Income and House Prices (Glaeser and Gyourko,forthcoming)
	Housing Supply and the Character of Greater Boston
	Fewer Permits  A Boutique City(Higher Cost, Larger Cities)
	The Economic Consequences of Housing Restrictions

