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Introduction

     This year’s local, state and national elections have seen housing emerging as an issue on the campaign trail and within the platforms of all main stream political parties and many of the candidates vying for political office. However, as presently being expressed it is a debate that does not cover the full the breadth of housing policy or venture into the realm of urban or regional affairs. Discussions are narrowly and almost exclusively focused on affordable housing. The dialogue is further confined on how to provide housing to the less affluent members of society. Although such is an important consideration, it is submitted that it is too limited and ignores a much larger and more inclusive public policy consideration – establishing the necessary conditions to make housing more affordable. This is an important difference to recognize and one that will be repeated throughout this paper. Affordable housing is a laudable public policy objective, however public action should benefit the widest possible constituency and therefore the goal of public policy should be making housing more affordable. 

     Do we truly have a problem in providing decent housing for the poorest and most disadvantaged segments of the population? Or, does this constituency lack the necessary income and support to secure the housing that is needed? If the former is the case then the claim can be supported that there are problems justifying focusing strictly on housing related issues. Alternatively, if the latter is a more accurate statement then the debate needs to expanded more broadly to social and welfare policy. 

     In an article that recently appeared in Minnesota Real Estate Journal, Ron Feldman, an Assistant Vice-President of the Federal Reserve Bank of Minneapolis advanced the argument “that a shortage of income is largely behind the (housing) affordability debate, despite the current focus on housing” (Feldman 2002, p. 9). It would appear that the current public policy environment is not directed to addressing this more fundamental issue and present debates are almost exclusively being directed on ways to provide housing targeted to a segment of a population. In recognition of the inherent logic of Feldman’s observation, the discussion that follows will not venture into the larger arena of welfare policy. Instead, commentary will exclusively focus on housing and how it can be made more affordable.  

     The contention of this paper is that the debate should center on how to make housing more affordable for the population at-large, as opposed to the present distortion that only considers bringing forward housing solutions and options for the economically and socially disadvantaged. The almost exclusive concentration on affordable housing – housing for the less affluent – and not on making housing more affordable to all is a public policy aberration that impacts everyone. The central argument of this paper is that all form of housing is too expensive. Households, whether they are rich or poor, are simply paying more than they have to for accommodation. Housing analysts contend that housing becomes unaffordable when households are expending more than 30 percent of their income on housing. The analysis that follows will not be tied to this definition, rather it will consider the more general proposition – why is housing so expensive?  And, how can steps be taken to make it less expensive? 

     The literature makes reference to the ‘filter theory’ – a proposition that advances the thought “that when expensive housing is built, someone moves out of less expensive housing and makes it available to a family with a lower income” (Sewell 1994, pp. 8-9). If this is an approach that is valid both in theory and practice, decision and policy makers should concentrate on ways to ensure that opportunities exist in the housing market to permit the most economical housing to be made available to society. By doing so, a range of opportunities will exist in the market, thereby providing the full breadth of housing alternatives. The most affordable housing in the market today already exists. However, a majority of the housing initiatives being debated today focus strictly on the new housing market. Little is being advanced or debated to ensure that the existing housing stock maintains its current price structure. There is a real void in the public policy environmental as it relates to housing and it exists due to the almost exclusive attention being paid on ways to build newly constructed, affordable housing units. How do we maintain and produce the most affordable priced housing? How do we ensure the supply and demand conditions in the housing market do not escalate the cost of accommodations beyond average means? How do we damped the escalation in the price of factor costs that go into the production of new housing and the maintenance of existing homes?  

     It is because comprehensive answers have not been formulated that we find historically high housing costs in both the resale and new housing markets. It will be argued that this lack of focus has skewed the more important consideration and has resulted in a looming crisis for all. Overly expensive housing is a social problem, a quality of life problem and an economic development problem. 

     Policy makers apply their trade in the public interest, yet present expressions do not meet this standard. Debates, to date, have failed in advancing initiatives to make housing the most affordable it can be to all. Instead, public actions have sought to find ways to make accommodation as inexpensive as it can be to a distinct segment of the population through inclusionary housing pronouncements or by the offering of subsidies and other financial tools. This, it is advanced, is a wholesale abdication of responsibility. 

     Does it seem right to take steps that only benefit a few and cost many? 

     If public and private action is collectively directed toward lowering the cost of housing to all, the market will make available housing that meets the needs of individuals situated within all income strata. The essential question is how all participants in the housing market can work toward the realization of this fundamental and important goal. 

     In recent years, studies have been commissioned to consider this issue. These studies have done a reasonably good job in the identification of some of the factors contributing to the escalation in the cost of housing. Barriers to making all types of new housing more affordable are known. However, one cannot simply look to the new housing market when analyzing the cost of housing. There is an exorable relationship between the new and resale housing markets. Prices in both segments of the overall housing market are connected. Escalations in the cost of new housing are communicated to and reflected in the resale market and vice versa. New and resale housing, accordingly to economists, are perfect substitutes for each other and pricing certainly reflects this fact. Despite knowing a number of the barriers to making the cost of housing more affordable and the inter connection of housing markets, the publication of these report have failed to bring about any meaningful change that would result in the lowering of the cost of housing (Mayor’s Regional Affordable Housing Task Force 2000, Office of the Legislative Auditor 2001, Minnesota Housing Finance Agency 2002). 

     This paper will provide an assessment of what has transpired over the past several years. It will chronicle what has happened to the cost of housing. How that change has impacted members of society. And, how it has shaped the present public policy environment. In the concluding portion of this paper, observations will be advanced which enumerate a myriad of factors impacting the cost and availability of housing. The identification of these factors provides the basis for action. Addressing what is listed in a comprehensive as opposed to a fragmented and piecemeal fashion provides a recipe for the making of meaningful change, thus offering the possibility of the most affordable housing for an entire population. 

The Issue
     Over the past five years, the median cost of housing in the Twin Cities has increased by almost 43 percent.  




year

median home price
1998 $126,000

1999 $137,000

2000 $158,000

2001 $175,000

2002 $188,700 

Similar changes have also been faced those renting housing. 




year

average monthly rent



1998


$635




1999


$700




2000


$770




2001


$835



2002


$840

The region’s median family income, over the same period has also grown, but by a lesser percentage (a 20% increase). 




year

median family income
1998 $60,800

1999 $63,600

2000 $68,600

2001 $74,700

2002 $75,700 (1st quarter)

From the figures noted above, the problem can be identified. There exists a mismatch between increases in the cost of housing and the rise of family incomes – a difference of almost 23 percent. Herein lies the issue. Housing over the past five has become increasingly expensive and family incomes have not kept pace. If present trends continue the size of the cost-income gap will widen. Yet despite the evidence, those connected to the housing market have done precious little to narrow the gap by the instituting of measures to mitigate escalations in the cost of housing. Instead, public policy initiatives have disproportionately focus on providing affordable housing and not making housing more affordable. 

     Without doubt there is a marked difference between the haves and have-nots. However, the point can be made that we all are spending more on housing today than was the case a number of years ago. 

     Households are, on average, presently paying over forty percent more for housing than was the case five years ago.  This dramatically impacts what households have to expend monthly for housing. Assuming an average cost of housing, a minimum down payment, standard costs for the origination of a loan and securing of a mortgage (2% of the amount to be financed) and a fixed for a thirty year mortgage the impact can been seen in the table below. The bottom line is that there has been an appreciable change and when one extends this cost over the life of a mortgage the impact is dramatically magnified. 






1998


2002
median home price



$126,000

$188,700

5 percent down payment 


$6,300


$9,435

origination fee and closing costs 

$2,394


$3,585

amount to be mortgaged 


$122,094

$182,850

interest rate – 30 year fixed mortgage 
6.5 percent 

6.0 percent 

monthly payment – principal and interest
$765.53

$1,087.95

average family income 


$60,800

$75,700

monthly payment as a % of income 

15.1%


17.24%

cost of loan @ maturity 


$275,590

$391,662

The evidence is very clear. Over the past half decade, the cost of an average home in the metropolitan area has become more expensive. This is a true statement in absolute, monthly and cumulative terms. The National Association of Home Builders have calculated that for every $1,000 increase in the cost of housing 3,400 individuals and families are not able to afford housing. The impacts on the continued escalation of housing prices are therefore crystal clear. It should be noted that the statistics noted above only tell part of the story. As stated, the monthly payment is only for principal and interest and does not include other expenses (mortgage insurance, utilities, insurance and taxes) that add to what households spend monthly for housing. Yet despite the irrefutable evidence, over this time frame there has been little concrete action to dampen the increases and public policy has looked for ways to get more housing to the less affluent members of society. Why is this? In part, it is due to the actors in the public policy arena developing housing policy. The individuals who are dealing with the issue are not housing professionals who understand all the nuances of the industry, but are developers and administrators of social assistance programs. These individuals most certain understand social and welfare policy, however there is most certainly a lack of understanding of the operation of private markets and the housing industry specifically.

How New Housing is Priced

     The majority of housing that is built in the metropolitan area is produced by the private sector. The Twin Cities’ housing market has delivered approximately 15,000 units per year over the last five years. Of this production, over 80% of the homes were built by the private sector. Analysts have recognized it is the private sector that is best equipped to build what society needs. It is through a combination of owning the land, having the expertise and by being appropriately capitalized that enables developers to construct the quantity of housing that it does. Non-profits or government sponsored housing producers will build a limited percentage of all new housing, but production volume will always be relatively small due to a limited pool of financial resources and supporting programs. 

     In September 2001 Maxfield Research and GVA Marquette Advisors published a report entitled “Workforce Housing: The Key to Ongoing Regional Prosperity”. In this report the finding was made that a total of 31,700 workforce housing units will need to be constructed over the next five years. Given historic production levels and the division between market and non-market housing, a significant challenge looms on the horizon. To suggest that the public and non-profit sectors will ‘step to the plate’ and assume this responsibility is an unrealistic assumption. Rather, the market will continue to look to the private sector to bring forward much of the region’s housing needs. If there is to be a realization of the goal of producing increased quantities of workforce housing then public policy must consciously strive to work to lower the cost of producing all housing. Legislative pronouncements and ‘thou shalls’ will not realize the production volumes called for within the above-noted report. In fact, such action may cause just the opposite reaction. 

     With this in mind, it cannot be overlook that the construction of new housing is a business and as such it must realize certain levels of profitability to justify the required investments and associated risks. Businesses to be viable need to return to its principals and shareholders are reasonable gross margin and net income. Gross margin is defined as revenue less direct costs and net income (before taxes) is gross margin less indirect costs (sales and marketing expenses and overhead and financing costs). Direct costs consist of the expenses of associated with the factors of production (raw land, improvements, “bricks and sticks” and labor) and soft costs associated with the securing of development approvals and building permits. The magnitude of these costs is influenced by local market conditions. Indirect costs are related to the nature of the enterprise, its capital structure and the decisions made by a company’s management. Obviously a business can influence indirect costs, but its control over direct costs (assuming there still is a desire to build) is limited. In practice today, land and other direct costs account for approximately 4/5ths of the cost of new housing. The combinations of these factors provide the basis for the market’s cost structure. It is in the best interest of all developers to establish sales prices at the lowest price they can. This results in a larger pool of potential purchasers and by implication a heightened velocity of sales activity. However, it must never be forgotten that at the end of the day the results of a developer’s or builder’s endeavours must be profitable. Profit is absolutely critical as it rewards the entrepreneur for the risk that is being taken and provides working capital to build more houses tomorrow.  

Where the Problem Exists

     The listing that follows identifies a range of contributing factors to the cost of housing. This enumeration is by no means all encompassing, but it is intended to provide a sense of overall dimension.  

i. federal government 

· abdication of any responsibility in the broader field of housing or urban development.

· promulgation of excessive environmental regulation, that is not founded on ‘good science’, i.e. wetlands, stormwater management, species and critical habitat protection.

· pending revisions to the T21 program that limit the financial support available for making improvements to the nation’s transportation system, critical for supporting urban development.

· a limited amount of “superfund” funding that would assist in the environmental clean up the nation’s most polluted and contaminated properties.

· imposition of countervailing duties of thirty percent on the importation of Canadian softwood lumber (adding about $1,000 to the cost of a new home). Argument has been advanced that this action by the federal government is contrary to the spirit of the North American Free Trade Agreement (NAFTA). The decision of the Department of Commerce was  appealed under NAFTA’s dispute resolution process and to the World Trade Organization (WTO). In a decision rendered earlier this year the WTO determined that the countervailing duties imposed were not justified.

ii. state government 

· enactment of regulation that changes the manner in which home building takes place, extends the length of time it takes to secure approvals and  increases to cost of the finished product.

· imposition of more onerous building codes that mandate additional  features or more complicated construction methods, i.e. new energy code.

· failure to provide the necessary capital to support urban development activities, i.e. adequate transportation and infrastructure funding.

· realignment of state aid formulas. Less financial support being directed to the state’s municipalities. With less coming in, cities are becoming less inclined to be receptive of growth.

· lack of an effective mechanism to hold municipalities accountability for its actions. 

iii. the Metropolitan Council  

· distorted policy perspective – one that does not seek to provide balance in the housing market. Rather, policy makers advocated perspectives that overplay specific and limited segments of market, i.e. redevelopment and infill sites, to the detriment of market segments holding much broader appeal. Statements such as “grown in not out” serve as reminders of this distortion. Attempt to manipulate market preferences by public policy.   

· restricted land supply the result of an inadequate understanding the resource base, a poorly conceived monitoring system and an inability to adjust supply on a timely basis. The region has controlled the amount of land available for development and the construction of housing through growth controls fixed by way of the metropolitan urban service area (MUSA). MUSA establishes a growth boundary that determines when property would be able to develop. In its present form, MUSA sets forth a vision for growth to 2020. In 1999 the Met Council announced to the community that there existed within the then established MUSA boundary 91,000 acres “vacant and available land”. Upon closer analysis it was determined that the number was closer to 48,000 acres, of which roughly 50% was available for housing. At the present time the “2030 Blueprint” in under consideration and the definition of the region’s future land supply has not yet been determined.

· inadequate or poorly timed CIP improvements impact  the manner in which the land within the MUSA can develop. Without the provision of trunk sanitary sewers many areas throughout the metropolitan area cannot appropriately develop or are destined to develop as large lots with private services. Having infrastructure in place and operational is critical in terms on maintaining a reasonable land supply to support housing activities. A ‘just in time’ delivery strategy for trunk infrastructure does not work. Rarely is it just in time and delays dramatically affect the availability of land for urban development and therefore supply considerations.

iv. local government 

· failure to consistently support policies of comprehensive plans and implement those provisions with a development’s zoning, i.e. comprehensive plans may permit a density of 4 to 8 units per acre, but the zoning adopted for a particular development does not permit the realization of maximum densities.

· excessive regulation, as reflected in local zoning, building and other ordinances, i.e. excessively large lot size and setbacks, minimum house, garage or room sizes, unrealistic parking requirements, etc…

· inconsistent and creative interpretation of codes and regulation, i.e. different municipalities will for the identical house interpret regulation differently thus requiring different plans to be developed and constructed differently.

· codes and regulation that require individuals renovating existing, older housing to bring that accommodation into conformity with current regulations. Perspective amongst some that housing that does not meet current code requirements is sub-standard.

· lack of political leadership. In the face of strong local outcry, typically from adjacent residents (NIMBY’s), elected representatives often do the politically expedient thing and cater to those making the loudest noise. Decision making based on the relative merits of a development proposal often gets overlooked or ignored.

· a limited time horizon for decision makers. Concentration on taking action that best positions individuals for re-election. What looks best in the eyes of the current electorate overtakes considerations that need to look at what is best for tomorrow’s generation and for the good of the entire region.   

· excessive fees that fail to meet the “nexus and proportionality” test. In some instances municipal fee schedules have been adopted that bear no relationship to the cost of the service. Instead, fees are set with the goal of generating the maximum amount of revenue and directing operational surpluses to a municipality’s general revenue, effectively subsidizing existing taxpayers.  

· failure to fully appreciate market dynamics. The “build it and they will come” perspective is found within a number of municipal community development and planning departments. Development schemes are incubated in these environments with little regard for what the market is demanding and what the industry is building. Situations such as these result in parcels of land being withheld from the market, taking inordinately long periods of time to come to fruition or requiring substantial amounts of financial assistance in order to minimize risk. 

· advancing affordable housing schemes without the full range of tools in place. In certain instances developers and builders have been mandated to offer a specific percentage of housing at specific prices for individuals with specific incomes without supports. Examples of this sort create a situation where those able to pay market rate for the housing are cross-subsidizing those who cannot. The overall impact is that the price of market rate housing is increased in order to pay for the inclusive housing element of a development. Housing is not made any more affordable in the aggregate, rather there is a manipulation of pricing. 

v. local citizenry 

· unwillingness to support development projects that are “different” in form and appearance from the type of housing currently on the ground. Opposition typically is most strenuous to rental accommodation and higher density development. 

· emergence of slow growth, no growth factions within communities seeking an arresting of the pace or outright cessation of growth. In certain instances those arguing the strongest for growth moratoriums are individuals who have most recently moved to a municipality. Typically occurs in the cities that are experiencing strong growth pressures.  Position advances a most selfish perspective not recognizing the need for housing in the metropolitan area and support of economic development initiatives. Contributing factors to urban sprawl. 

· objections to any and all development as representing unwanted change. Positions of this sort may take place despite parcels of land being appropriately guided and zoned for urban development. Opponents typically raise, without basis, three main arguments: the development will generate too much traffic, the development will negatively impact property values and the development is incompatible with our community. 

vi. key stakeholders 

· narrowly advocating parochial interests, advancing a perspective that the only issue that matters is the one of the stakeholder. 

vii. the advocacy community 

· aggressively pressing for legislative efforts to support affordable housing as opposed to seeking ways to make housing more affordable.

· failing to recognize the reality of the market. Requiring business to produce something that does not make economic sense or which is supported by the market. Action to command the private sector to produce housing that does not make either business or market sense will not result in more housing being built, rather it may cause builders to leave the business and seek other opportunities for their capital. Who will step in the produce the housing needed by the market? 

· lack of support for action to make housing more affordable for all. Failing to recognize the operation of the ‘filter theory’ and the proposition that if you make housing more affordable at the upper end the positive benefits trickle down to all segments of the housing market. Reluctance to publicly support calls for an increased land supply within a planned urban area, regulatory relief and fairness in fees and charges – all well documented factor costs impacting the price of housing. 

viii. consumers 

· expectations over the past number of decades have steadily increased. The homes that were building in the 1950’s are far different than those being built today. Consumers are wanting larger homes, on bigger lots with more expensive appointments. When the suggestion is made that more modest expectations could translate to more affordable housing, consumers respond by saying they appreciate the sentiment but it is not the type of housing they desire, yet they are saying in the same breath that the housing being offered is awfully expensive.

ix. builders 

· not being pioneers in the development of housing for which there is not a proven and established market. From time to time, a builder will venture into uncharted territory and be extremely successful. However, a business plan predicated on venturing into that area time after time is a recipe for failure. Builders do not make but follow the market. They produce what consumers want and what the market has demonstrated a willingness to purchase. Too much is at stake for a builder to strike off in a direction unproven in the market. A developer’s capital is not patient and it will not provide the luxury of time to enable a market to emerge and allow consumers to become ‘sold’ on a new and daring form of housing. 

· the inherent conservatism of builders and the time pressures make this group more willing to adhere to the status quo as opposed to challenging the unfair, unreasonable and possibly illegal demands of municipalities. Time is money and unfortunately for many in the building community it is a commodity in preciously short supply. 

· business practices that fail to recognize service and warranty obligations to the consumers. Poor builders impose significant costs to the industry in terms of just being bad builders. This occurrence, which is not widespread and extremely limited, has resulted in increased regulation having to be enacted to deal with such enterprises and the establishment of a state-mandated compensation pool. 

x. trades and suppliers 

· certain suppliers operate in less than competitive environments. Natural monopolies or narrowly populated oligopolies exist that serve to limit supply and escalate prices. For example, despite a robust building environment across the nation producers of drywall have decided to not expand demand capabilities. Limited supply of this essential building component results in the increase of prices. 

· there is shortage of skilled workers in the business. This is the result of society not encouraging the pursuit of careers in the building trades and the trades wanting to keep tight control over those entering the trade. Again, a limited supply means the ability to charge higher prices that, in turn, get passed along to the consumer.

· failing to support the education of the industry. Not bringing along a new pool of workers to replace those leaving the industry. Nor ensuring that those in the business receive ongoing training to respond to new requirements and advances in the science of building. 

· a protectionist mindset that fails to recognize the benefit of free trade. Calling upon the federal government to protect domestic industry, which in certain cases are high cost producers, through the imposition of tariff protection. Imposition of duties add to the cost of certain factors of production that are being imported to the United States.

xi. legal community

· home builders have been identified as a target for the nation’s trial lawyers. Common interest communities (condominium or town house developments) have proven to provide fertile ground for lawyers to cultivate new briefs. In certain instances, attorneys are soliciting clients through the promise of extracting sizeable settlements for situations that were not problems in the first place but arguably did not meet the letter of the law. When confronted with the prospect of litigation and builder, or more aptly a builder’s insurance company, will look to minimize its exposure and seek to settle a potential lawsuit. Often a settlement includes more items that otherwise would have been agreed to if the matter had gone to trial. Today’s environment unfortunately has become sue first and talk latter. 

· pressing for the adoption of revisions to state home warranty legislation that would provide in for the paying of a consumer’s legal costs where a suit is launched against a builder. This would further an already litigious environment where unscrupulous attorney could chase frivolous litigation due to a statutory guarantee that legal fees will be covered. Resisting of legislative modifications that would provide a “right to cure” and “mandatory arbitration” – let the parties attempt to get together and correct the problem before taking legal action and when the action is taken keeping it out of the courts and before a forum that is most knowledgeable and equipped to deal with the issues at hand.   

xii. insurance industry 

· the number of claims being filed by builders in light of increased litigation and due to certain problems being faced by the building industry, i.e. mold, has resulted in a number of insurance companies deciding to leave the market or business of providing insurance to builders altogether. There is presently a lack of alternatives to builders. One cannot fault insurance companies. The decision is very clear. If an insurance company is collecting “x” in premiums and is paying “2x” in claims one cannot stay in business very long under such a scenario. 

· the lack of alternatives have resulted in dramatic escalation in the overall cost for coverage and deductibles. 

· increased number of exclusions which effectively makes most companies, except in the case of catastrophic circumstances, self insuring. Many companies are ill prepared to take on this obligation, but in the face of continuing in business or shutting down are assuming this liability. 

A Call to Action 

     There does not exist one simple explanation or contributing factor that serves as the driver of the cost of housing. A number of influences some to play in establishing the housing market and its current expressions. The complexity and diversity of contributing causes means that simple solutions to the affordability issue do not exist. Public policy must recognize this fact and advance initiatives that consider the multi-faceted nature of the housing market. It is not an either or proposition. Nor is it addressed through a series of quick fixes. For example, the approach being advanced by the advocacy community calls for the imposition of mandatory inclusionary housing, but ignores business and market realities. Command and control solutions requiring a builder to construct a specific percentage of housing units in a particular development at a predetermined price or for individuals with a specific income serves to distort the market. In these instances, certain individuals will pay more to enable others to pay less. Overall the total cost of housing remains the same as it was before the imposition of mandatory inclusionary housing programs. The initiative does not address the more fundamental issues impacting housing. Social militancy does not make good public policy. 

     Each of the parties or contributors noted above can do a part in lowering the cost of housing. It cannot be forgotten that roughly 80% of the cost of housing is found in the land and direct cost components. Therefore, the “biggest bang for the buck” comes in looking at ways to lower the cost of land and the direct costs of housing. The supply of land suitable for development in the Twin Cities is becoming a limited commodity. Demand remains strong. The interplay of these forces has resulted in the dramatic escalation of land prices of he past number of years. Comparable land, that five years ago was sell at between $30,000 and $40,000 per acre today is selling at prices well over $100,000 an acre. Why? The simple reason is that there is not enough land available to meet the needs of the industry and the demands of the market. Some critics will argue that an abundant land supply will not encourage the market to operate in an efficient manner. It is alleged that resultant development densities would remain low and sprawl will be the result. However, the lack of land supply simply pushes the urban envelope further afield, thus taxing the region’s transportation infrastructure and moving urban development into areas well removed from jobs and services. An abundant land supply married with a well-conceived and implemented planning environment can serve to address two fundamental issues – land prices and urban densities. 

     The following actions by the following parties would assist in making available greater quantities of land within the planned urban area, thus easing supply constraints thereby relieving price pressures. 

i. the Metropolitan Council 

· easing of constraints imposed by the MUSA lines. Opening up planned development land within the planning horizon without any phasing limitations. 

· acceleration of regional capital improvements projects to ensure necessary infrastructure in place in advance of development. 

ii. federal government 

· reestablishment of sufficient funding in federal transportation and environmental clean up programs to support urban development, redevelopment and infill opportunities.

iii. state government 

· appropriate budgetary allocations for the construction of road and utility infrastructure. Allocations to provide for a continuum of choice as opposed to placing all funds into a narrowly defined spending basket. 

· reassessment of state aid funding formula. Recognition that support needs to be given those municipalities accommodating development. 

· mechanism to hold local government accountable for decisions that do not support the provisions and commitments made within comprehensive plans. 

iv. local government 

· granting of development and planning approvals consistent with comprehensive plans providing the ability to advance plans up to the permitted densities. 

· flexibility in terms of the establishment of development phases within a municipality and establishment of a monitoring mechanism to ensure that market conditions are reflecting in all phasing decisions. 

v. key stakeholders 

· recognition that the housing market is a dynamic entity that will move to where there is housing product being constructed.

· limiting opportunities for development in the periphery will not result in a shifting of market preferences. Planned urban development is something that should be supported as opposed to resisted. 

     The cost of housing could be reduced or it increase minimized through some of the 

following actions: 

i. federal government 

· all federal legislation and regulation should be subject to a “cost and benefit analysis” and must be founded upon ‘good science’ supported through rigorous peer review. 

· support of the principles of free trades and resistance of efforts to impose tariff protection against products essential to the building industry. 

ii. state government 

· all state legislation and regulation should be subject to a housing “cost and benefit analysis” and must be founded upon ‘good science’ supported through rigorous peer review.

· recognition that certain legislative enactments impact the affordability of housing and this recognition should factor into the legislative decision making process. 

iii.    local government 


· enactment of meaningful regulation that do not impose excessive local standards. 

· fees structures that reflect the cost of providing the contracted service and do not seek to capture excess revenue that is in turn returned to the general fund of the municipality. 

· locally mandated inclusionary housing schemes must contain offsets to cover the cost of cross-subsidization. 

iv. the advocacy community 

· recognition of the role it can play in pressing for the adoption of measures to lower the cost of all housing. 

· acknowledgement that an inclusionary housing program will have associated with it certain costs that need to be covered wither through governmental support or higher prices for market rate housing.

v. builders 

· question in stronger terms instances where decision makers are demanding measures that unjustifiable contribute to the added cost of construction. Challenge the decisions of staff where it appears standards are being adopted contrary to what is contained in building codes or industry practice. 

vi. trades and supplier 

· explore ways to increase the degree of competition within the  industry. Explore opportunities for the use of substitutes for building materials and building practices. 

· work in partnership to ensure that a pool of skilled trades personnel is being developed to replace those leaving the industry. 

vii. legal community 

· explore opportunities to reduce opportunity for litigation through the enactment of ‘right to cure’ and mandatory arbitration legislation. 

viii. insurance industry

· partner to provide greater choice for coverage, with reasonable deductibles and minimal exclusions. Containing litigation environment will serve to reduce potential exposure of arising from insurance claims and settlements. 

     Finally, if government continues to hold the opinion that specific programs need to be advanced to provide affordable housing then it is incumbent upon those bodies to support such programs through either federal or state income tax revenue. If decision makers believe that it is in the public interest to make available new housing for less fortunate members of society then society at-large, and not a narrowly defined group of housing providers, should bear this responsibility. How many other industries are asked to provide a commodity without the necessary support? I am not aware of any other industry where those pay market rates for a particular product are asked to pay more so that some can pay less. The question needs to be asked as to why housing is any different. And, why is it just new housing as opposed to all housing? It is unfair, as a matter of principle, to transfer without the necessary supports in place a policy goal of the public sector. To date, there has not been an appreciation of the part of policy makers to recognize the economic distortion promoted by such legislative action. Nor has there been any recognition of the subsidy, real or otherwise, that needs to be extended so as to eliminate any cross-subsidy between market and non-market accommodation. 

Conclusion

     All involved in the housing and development industry agree with the general goal of making housing affordable as possible. Unfortunately the public policy environment seems to have lost sight of this goal and instead has narrowly focused on ways to produce more affordable housing. Housing the economically and/or socially disadvantaged is a most laudable societal objective, but it is one that the entire population needs to shoulder. It cannot simply be transferred to a small group of builder and land developers. The principles of the ‘filter theory’ need to be recognized and worked into the public policy environment. If we as group of interested and involved stakeholders can come to an agreement as to the interconnection of all parts of the housing market, we can develop public action that deals with the whole as opposed to selected parts. A solution does come in requiring the industry to build housing for the few, while transferring costs to a larger constituency. Effective public action requires decisions to be made in the public interest and surely making all housing as affordable as possible represents that action that should command the attention of all. 
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