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Abstract

British Columbia (B.C.)’s housing prices have increased dramatically in recent times, and
one potential explanation is municipal zoning bylaws limiting housing supply. However,
the effect of zoning on housing prices in aggregate has not yet been studied in B.C. In this
study, | use a regression analysis, adapted from an Australian study, to estimate the
“zoning effect”: the extent to which zoning controls increase the sale prices of dwellings. |
calculate this effect for detached homes in 30 of B.C.’s largest cities and towns, and for
apartments in the Metro Vancouver region. | look at how home prices changed between
2016 and 2022, and the extent to which the zoning effect influenced this trend. Finally, |
evaluate the potential of government initiatives aimed at decreasing the cost of housing

through the lens of the zoning effect, and suggest possible future courses of action.

Keywords: Zoning; Housing prices; Land prices; Housing affordability; British

Columbia
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Glossary

Agricultural Land Reserve (ALR)

Altus Group

as-of-right

Baunutzungsverordnung (BauNVO)

B.C.

BC Assessment

bubble

community amenity contribution (CAC)

Comprehensive Development (CD)

A B.C. provincial regulation, introduced in
1973, that prohibits urban development in
land set aside for agricultural use.
Administered by the Agricultural Land
Commission (ALC). To remove land from
the ALR, local governments must appeal to
the ALC.

A Canadian consulting firm that specializes
in real estate market analytics. Produces
the annual Altus Construction Cost Guide,
which reports on average construction costs
in Canadian urban centres.

Developable with just a building permit, as
opposed to requiring additional permission
from the City.

The German system of zoning, which uses
a single system of zoning classifications for
the entire country instead of having each
municipality develop their own classification
schemes.

British Columbia.

A Crown corporation tasked with providing
fair and up-to-date assessments of the value
of every property in B.C.

In housing discourse, a runaway increase in
home prices due to speculation, that is not
backed up by inherent worth or scarcity. In
this paper, | argue that B.C.'s rising housing
prices are not primarily due to a bubble.

A fee levied by municipalities to pay for
amenities that are not directly related to the
costs of servicing a development, such as a
community centre or plaza. Can be in the
form of amenities directly provided by the
developer or cash-in-lieu. Compare with
density bonusing, contrast with development
cost charge.

A type of site-specific, individually calibrated
zone used by municipalities to facilitate
unique developments. In CD zones,
municipal planners take direct control over



density bonusing

development cost charge (DCC)

dummy variable

exclusionary zoning

externality

exurb

floor area ratio (FAR)

many aspects of the development in order to
shape it according to the perceived needs of
the community.

A process through which municipalities
increase the allowable density of a
development in return for the developer
providing community amenities or cash-in-
lieu. Compare with community amenity
contribution.

A fee levied by municipalities on developers
to pay for the costs of servicing a
development. These include the cost of
building sewer connections, electrical wiring,
or access lanes. Contrast with community
amenity contribution.

A binary variable used to represent a
qualitative factor in a regression model.
Every possible value that qualitative factor
could take is represented by a separate
dummy variable.

The use of zoning to keep a neighbourhood
exclusive, particularly in terms of race and
class. Implicit and explicit racial zoning has a
long history in North America, but is difficult
to prove for individual cases.

A nuisance or negative effect of someone's
behaviour which is not entirely borne by that
person, but affects other people or the
environment too. Zoning is employed to limit
the perceived externalities of development.

A distant suburb at the outer limits of a
metropolitan area. Examples include
Langley and Maple Ridge for Metro
Vancouver and Sooke for Greater Victoria.

A regulatory limit on the amount of floor
space that can be built on a property. A FAR
of 1.0 on a 1000 sq ft lot means that no more
than 1000 sq ft of floor space can be built on
that property (e.g. 500 sq ft on the first floor
and 500 sq ft on the second floor).



Greater Victoria

greenfield development

infill development

land lift

land value tax

log-log regression

marginal value of land

Metro Vancouver

minimum lot size

minimum parking requirement

missing middle housing

The metropolitan area surrounding B.C.'s
provincial capital of Victoria. The second-
largest metro area in the province.

A development that is built on natural or rural
land. Contrast with infill development.

A development that adds additional density
to urban or suburban land. Contrast with
greenfield development.

An increase in property value that accrues to
a lot when it is up-zoned, allowing higher-
density developments on it. Occurs
particularly when there is a shortage of
developable sites in a city.

A tax on the value of land alone, excluding
the value of improvements.

A regression model in which both the
independent and dependent variables are
log-transformed. Useful for variables that
scale nonlinearly, such as the marginal value
of land.

The amount that consumers are willing to
pay for an additional unit of land at the
margin. Scales nonlinearly with lot size. See
also physical value of land.

A regional-level government in B.C. that
includes the City of Vancouver and 20
surrounding municipalities, as well as one
Treaty First Nation (Tsawwassen First
Nation) and some unincorporated land.
Contains approximately half of B.C.'s
population.

A regulatory limit on how much land can be
subdivided in a particular area. A smaller
minimum lot size means that more
subdivision is possible.

A municipal bylaw that requires developers
to build a certain amount of parking spaces
in conjunction with each development.

Incrementally dense forms of housing,
including townhouses, rowhouses, duplexes,

Xi



multiplex

Official Community Plan (OCP)

parking mandate

peppercorn

physical value of land

public engagement

quota

real estate investment trust (REIT)

regulation burden

and cottage courts, which single-family
zoning outlaws.

A form of multi-family attached housing
including duplexes, triplexes, four- and six-
plexes.

A document that all B.C. municipalities are
required to produce and update every few
years, that lays out the overall trajectory for
the growth and development of their
community. The aspirations written in the
OCP are made concrete using bylaws,
particular the zoning bylaw.

See minimum parking requirement.

An unusually small payment that is used to
provide a record of a transaction for legal
purposes but does not accurately reflect the
value of the good being exchanged.

The value of land given by its physical utility,
without the additional value added by the
zoning effect. Equal to the marginal value of
land multiplied by the lot size.

A forum held as part of the process of
developing a new municipal plan or
approving a new construction project.
Intended to gather feedback from residents
on the proposed change.

A regulatory limit on the number of suppliers
that are allowed to supply goods or services
in a market. This controls supply, increasing
prices and profit margins for the suppliers
allowed to participate. Zoning, | argue,
places a de facto quota on housing supply.

A type of private equity fund that invests in
real estate.

A term coined by Dachis and Thivierge
(2018) to describe the aggregate effect of
land use policies on housing prices.
Conceptually similar to the zoning effect, but
calculated slightly differently.
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setbacks

short-term rentals

transit-induced gentrification

transit-oriented development (TOD)

up-zoning

urban consolidation boundary

urban containment boundary

zoning:

Requirements that buildings be built a certain
distance away from the property line facing a
public right-of-way. Results in large front
yards. Used to enforce suburban
neighbourhood character.

The use of apartments and condominiums as
tourist accommodations with the aid of
websites like Vrbo and AirBnB.

A term used by social geographers to
describe a process through which low-
income residents are evicted from older
apartments in order that those apartments
can be redeveloped into high-rise condos.
The pertinent cause is transit-oriented
development, not transit itself.

An urban growth management strategy used
by the Metro Vancouver Regional District to
concentrate the majority of population growth
near rapid transit stations in order to
encourage sustainable mobility.

Changing the zoning designation of one or
more lots to allow higher density than was
allowed before.

The Australian term for urban containment
boundary.

A regulation used by some cities and
regional districts in Canada and the United
States to restrict urban development outside
of a given area. Urban containment
boundaries are used to spare natural and
rural land, and promote more intensive
development closer to a city centre.

A policy tool used by municipalities to sort
their land into categories, which in turn
dictate what kinds of developments can be
built and what design specifications they
must adhere to. In this paper, the term
“zoning” encompasses all the requirements
that contribute to the zoning effect. These
include prescribed land-use types, building
height limits, setbacks (large front yards),
minimum lot sizes, maximum floor area
ratios, building design guidelines, minimum
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zoning bylaw

zoning effect

parking requirements, and development
approval processes.

A municipal bylaw that defines, maps out,
and gives legal force to zoning
classifications.

The dollar amount that zoning increases
home prices by. Calculated as the difference
between sale prices and physical factors
contributing to that price, including physical
land values and structure values. Defined in
detail in Section 3.

Xiv



“Or would you know,” pursued the Ghost, “the weight and length of the strong coil you
bear yourself? It was full as heavy and as long as this, seven Christmas Eves ago. You
have laboured on it, since. It is a ponderous chain!”

—Jacob Marley, A Christmas Carol
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1. Introduction

In the Canadian province of British Columbia (B.C.), housing prices are rising
dramatically with no obvious singular explanation. This rise in prices has enriched long-
time homeowners, but has made it difficult for young people and non-wealthy new arrivals
to purchase their first home (Cyca, 2023). Rental prices have risen along with house
prices, and in response some people have resorted to living out of their vans or sleeping
on the couches of friends to survive this situation, which has been called a “housing crisis”
(Hasegawa, 2022). B.C.’s housing affordability woes are part of a nationwide and even

global trend of increasing prices (Rajagopal, 2023; Stokes, 2021).

With a great diversity of landscapes, some of which boast the mildest climates in
Canada, B.C. has long been promoted as a desirable place to live. Its largest city,
Vancouver, rose to global prominence through hosting Expo '86 and the 2010 Olympic
Winter Games, and has been praised for its high quality of life (Galloway, 2023). However,
Vancouver is also one of the world’s most unaffordable cities. Its median home price,
relative to local incomes, is the third-highest in the world, sitting behind only Hong Kong
and Sydney (Lee-Young, 2022). The provincial capital of Victoria is also expensive,
ranking among the top 20 least affordable cities in the world in recent years (Spalteholz,
2019). Outside of these two cities’ metro areas, which together comprise roughly two-
thirds of B.C.’s population, housing has historically been more affordable. However,
Vancouverites and Victorians priced out of their home cities are now bidding up home
prices in smaller towns. Kelowna and Nelson are examples of mid-sized B.C. cities that
are now overwhelmed by housing demand, driven largely by migration out of B.C.’s largest
metros (Femia, 2023; Metcalfe, 2023).

While housing prices have been rising for decades, incomes have grown at a
slower rate, resulting in a widening gap. Under the standard metric of housing price-to-
income ratio (PIR), a ratio of 3.0 or lower is typically considered affordable in North
America. B.C. cities generally do not meet this benchmark. The average PIR in B.C. in
2018 was 5.4, a level considered “severely unaffordable”. The PIR for Metro Vancouver
was 7.4, and it reached 17.2 in the District of West Vancouver (Gougeon & Moussouni,
2021). While the PIR obscures the fact that many people rely more on wealth than income
to purchase their homes, it clearly conveys that the average income is insufficient to

purchase a house in most of B.C.



Rent in B.C. cities has also outstripped income as a general trend. When shelter
costs (rent or mortgage payments) exceed 30% of monthly income, a household is
considered to be in housing hardship (National Household Survey, 2021). However, some
financial advisors now consider the 30% benchmark “aspirational” rather than realistic for
British Columbians (Zeidler, 2023). The proportion of British Columbians spending more
than half their income on rent and utilities is 16%, the highest in Canada. With rent
consuming more of their monthly budgets, renters in B.C. have less money left over for

food, transportation, and things they enjoy.

With voters seeking urgent action, federal, provincial, and municipal governments
have all prioritized quelling price increases (Aiello, 2023; Chan, 2023; Little, 2023a).
However, there is not yet consensus on the causes of, and potential solutions to, the crisis.
Some recent literature reviews aim to offer some clarity, but there is still disagreement
among experts to a degree not seen for other serious problems like climate change
(Bawuah, 2024; Farhan, 2024).

Some claim that foreign investment, particularly from China, is inflating prices, and
believe preventing foreigners from buying homes in B.C. is the most promising solution
(Gordon, 2016; Ley, 2017). Others point out that the federal government has scaled back
investment in social housing, and argue for more public housing supply, stronger rent
controls, and more property wealth taxation (lvanova & Hemingway, 2023). Some point to
regulations and taxes as being the primary cause, dampening supply by restricting what
developers can build and how quickly (Dachis & Thivierge, 2018; Sullivan, 2018). In
contrast, others say that new supply built by developers is likely to be too expensive, so
there should be more controls to ensure new housing is affordable (Olsen, 2024). Some
believe that the best way to do this is by encouraging more privately-built below-market
and small housing (Todd & Hein, 2023). Others are fed up with half-steps that seem
designed to placate neighbours instead of deliver significant amounts of new construction;
they advocate for sweeping changes like allowing apartments everywhere (Bozikovic,
2023; Zivo et al., 2023). The lack of consensus among experts contributes to a kind of
“housing despair” for young residents not fortunate enough to count on intergenerational
wealth for a home purchase. However, most British Columbians are hopeful that solutions

to the housing crisis are out there (Lloyd, 2023).

In this study, | explore the potential for zoning to be a contributor to B.C.’s high cost

of housing. Under zoning, each category of land use, or “zone”, allows only certain types



of development; for example, in a Single-Family Residential zone, detached houses are
allowed, but townhouses, apartment buildings, shops, and factories are not. Zoning also
regulates how tall buildings can be, how far back they must be from the street, how large
each lot needs to be, and how much floor space can be built on that lot. Zoning can also
include additional requirements to control the look of building fagades, ensure that they
don’t block too much sunlight, and make sure they have a minimum number of parking
spaces. In this paper | use “zoning” to refer to all these policies collectively, since they are

all used together to control neighbourhood form and shape settlement patterns.

Because zoning determines where and how housing developments can be built in
B.C., they have the potential to limit the supply of housing, making dwellings more
expensive because there are fewer available. In this research paper, | estimate whether
zoning increases housing prices, and if so by how much. | refer to this dollar value as the
zoning effect. | use the zoning effect to illustrate the impact of zoning on British Columbia’s
housing market, and discuss how policy changes can increase or decrease the zoning
effect. Based on this, | then evaluate the potential impact of the B.C. government’s
response to the housing crisis, and what other interventions might help reduce housing

prices.

2. Literature Review

2.1. History of Zoning

The concept of spatially segregating land uses predates the oldest modern zoning
plans by centuries. In early Chinese cities, commerce and development were tightly
regulated to limit congestion and pollution (Elvin, 1998). The Industrial Revolution in
Europe led to the separation of living and working spaces for public health reasons (Lens,
2022). In New York, zoning rules were applied to preserve access to sunlight, limit land
speculation, and attempt to improve housing conditions for the poor (Talen, 2012). The
use of zoning to protect residents from actual and perceived externalities continues to be
a paramount motivation today. However, this was not the primary impetus for zoning in

the British Columbia context, particularly in Vancouver.

In the United States and Canada in the 20™ century, zoning was used as a tool of
racial and class segregation. At this time, Canadian cities followed the example of U.S.

cities in their zoning plans, with similar underlying values on both sides of the border. Two



landmark U.S. Supreme Court cases shaped zoning law in the United States and, by
extension, Canada. The first, Buchanan v. Warley (1917), ruled that zoning ordinances
based explicitly on racial classifications were unconstitutional. Such ordinances had been
adopted by cities throughout the U.S. South, many of which ignored the Buchanan ruling
and upheld these discriminatory edicts for decades (Silver, 1991). Cities in the northern
and western U.S., as well as Canada, also used zoning and land-use regulation for racist
aims, a famous example being Modesto, California’s 1885 ban on laundries in certain
neighbourhoods, which was intended to keep out Chinese residents (Whitnall, 1931).
However, these cities masked their intent using the language of neighbourhood form and
nuisance control, and thus their bylaws were allowed to stand under the second ruling,
Village of Euclid v. Ambler Realty Co. (1926). After Euclid cemented zoning’s legitimacy,
it became common practice in all North American cities concerned about the effect a

visible minority presence had on property values (Fischler, 1998).

Nowhere in B.C. is the history of zoning more well-documented than in Vancouver.
In 1929, when zoning was first introduced in Vancouver, the prevailing view among
politicians was that apartments were nuisances that threatened the property values of
detached homes (Wood, 2017). The stated primary motivation of the Bartholomew Plan,
Vancouver’s first zoning plan, was “to prevent the intrusion of apartment houses in single
or two-family residential areas” (A Plan for the City of Vancouver, p. 211). Other types of
incrementally dense housing, like multiplexes, rowhouses, and cottage courts, now
collectively referred to as missing middle housing, were also outlawed in most areas by

the plan.

The Bartholomew Plan also sought to restrict the proliferation of retail stores, which
it identified as the “worst offenders” in neighbourhood blight (A Preliminary Report upon
Zoning, p. 1). Corner stores and cafés which already existed were grandfathered in with
the zoning plan. Any further commercial intrusions into residential neighbourhoods were
outlawed, although Vancouver has since made one exception for neighbourhood grocery
stores, recognizing the sentimental value of these establishments (Mackie, 2023). The
plan also prescribed large minimum lot sizes and large front yards in certain
neighbourhoods, making them inaccessible for poorer residents who could not afford that
much extra space (A Plan for the City of Vancouver, p. 276). This cemented in policy the

existing wealth inequality between older neighbourhoods with small lots like the Downtown



Eastside/Strathcona, and new neighbourhoods, particularly in the western part of the city,

that had to conform with the new minimum lot size.

The zoning regime present in Vancouver was created to reflect the priorities of
men who lived one hundred years ago. It was developed in an era where land was not
seen as scarce. Apartment living was perceived as disreputable and unsanitary, and thus
needed to be confined to a small part of the city. Bartholomew’s anti-urban bias is evident
in the content and phrasing of the plan, but it was not an unusual viewpoint at the time
(Gold, 2020). To other planners involved in the commission, Bartholomew’s views were
common sense. It was inconceivable to them that apartments could be healthy,

comfortable, highly desired living spaces for rich and poor alike.

Bartholomew and his associates plotted out the Vancouver region’s population
growth to one million people, but did not appear to consider what would happen beyond
this point, which was reached in 1969 (Harland Bartholomew and Associates, 1928). They
might have imagined that at some point further population growth may warrant changes
to the zoning plan, but they did not provide for this flexibility in their policy design. They
also did not envision the possibility that British Columbians would put in place policies to
preserve rural land, eliminating suburban expansion as an alternative path for
accommodating population growth. As a result, zoning in Vancouver has been
unresponsive to decades of changes in values, demographics, and economic realities.
Figure 1 below is a map of the City of Vancouver’s zoning designations digitized by the
UBC Sociology Zoning Project (Lauster & von Bergmann, 2020). As Figure 1
demonstrates, Vancouver’s vast expanse of single-family zoned land (shown in yellow)
remains largely unaltered today. Although some commercial (red) and industrial (blue)
land has been changed to mixed-use (pink), the orange rectangle around the city centre

where apartments are allowed has barely expanded in 90 years.
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Figure 1. Map of zoning designations in the City of Vancouver (Lauster & von

Bergmann, 2020).

Throughout the Lower Mainland and elsewhere in British Columbia, other cities
have done the same as Vancouver. Vancouver reserves 79% of its residential land for
detached houses, but other cities are even more restrictive. In most B.C. municipalities,
the percentage of residential land in which multi-family residences are banned exceeds
80%, as shown below in Figure 2. There are some exceptions; Vernon, at the left side of
the graph, has a relatively high amount of multi-family zoned land due to widespread use
of “four-plex” zoning (maximum four units per building). Other municipalities, such as North
Cowichan and Mission at the right side of the graph, don’t allow substantially less multi-
family housing than other cities in absolute terms, but their large land areas make the

percentage extremely small.
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2.2. Consequences of Zoning

The most immediate effect of zoning is that it prevents densification in certain
neighbourhoods. Once a strictly zoned neighbourhood is fully built out, any further
construction and population growth that would have occurred in that neighbourhood is
displaced to the next-most suitable development site, based on the convenience and
desirability of the location. This may be a nearby neighbourhood that is zoned for more
dwellings than are currently built, or it may be a new greenfield development at the edge
of the city, so long as transportation costs and urban containment boundaries allow it. As
the population of a region grows, home prices in strictly zoned neighbourhoods rise as
more people compete for a limited number of dwellings. The displacement of demand to
outlying neighbourhoods increases prices in those neighbourhoods as well, with the effect

diminishing further from the core.

The price effect of zoning is proportional to the number of potential dwellings
prevented by it. In a low-demand neighbourhood where only single-family dwellings could



feasibly be built and sold, single-family zoning will have little effect. In a high-demand
neighbourhood where there are enough people wanting to live there to finance high-rise
apartment buildings, single-family zoning’s effects will be large, as individuals with a high
willingness to pay will bid up the prices of these limited dwellings. Zoning will also increase
home prices if it shifts development to more costly sites. For example, if zoning prohibits
apartment construction everywhere in a neighbourhood except on one steeply sloped
area, the only allowable apartments will be more expensive to construct, increasing the

price effect of zoning.

Minimum lot sizes and setbacks function in a similar way, by limiting the number
of dwellings that can exist on a particular amount of land and requiring residents to
consume more land. When a city like Vancouver decides an area can only contain large
lots, the consequence is that fewer houses can be built on the same amount of land. When
large front-yard setbacks are enforced, residents must own more land than they might
otherwise need. Each resident who wants to live there thus has to outbid more residents

to secure a dwelling.

Other policies like building design guidelines, minimum parking requirements, and
permitting processes don’t limit the number of dwellings explicitly, but they make new
dwellings more expensive and difficult to build. Any building elements, including parking
spaces, that wouldn’t otherwise be included by the developer in the absence of mandates
increase costs. This results in all final sale units being more expensive, and a few projects
becoming nonviable, further reducing housing supply and increasing prices. Some
developers would still include these features without being required to do so, just as some
residents would continue to consume large amounts of land and upscale housing in the
absence of regulations mandating such behaviour. However, zoning obscures the true
opportunity cost of doing so by disallowing cheaper options like small houses on small lots

and apartment buildings without parking garages.

2.3. Incentives for Municipal Governments to Resist Growth

Zoning is a nearly universal aspect of modern city planning, and Figure 2 shows
that municipalities everywhere in B.C. consistently prohibit multi-family housing across the
majority of their urban area. This may be an honest reflection of consumer preferences;
after all, municipal governments are democratically elected, and even unelected staff tend

to be ideologically aligned with their municipal voter base (Lucas, 2022). However, there



are several aspects of municipal democratic processes that favour those who benefit from

single-family zoning at the expense of others.

In modern planning practice, new developments are almost always preceded by
public engagement events, allowing those affected by the development to share their
thoughts. The construction of a new apartment building makes some residents much
better off (the owner and future tenants), some slightly worse off (neighbours who are
subjected to the unsightly construction), and some marginally better off (every other renter
and homebuyer in the city, who faces marginally lower prices as a result of the increased
supply). Of these three groups, the neighbours will dominate the public engagement, since
they are the most likely to know about the project and be motivated to challenge any threat
to their property values (Clingermayer, 2004; Einstein et al., 2019). In addition, existing
homeowners are more likely to be wealthy and/or retired, and thus have the time and
capacity to show up to public engagements (Yoder, 2020). Therefore, public engagement

events give disproportionate voice to those who are against the development.

A similar dynamic plays out in municipal elections; the interests of existing
homeowners are given priority over those of renters and future residents. Aside from
higher voter turnout among homeowners in general, they also have the advantage of
continuity in municipal election processes, resulting in municipal governments catering
heavily to homeowners’ interests above those of other groups (Einstein et al., 2022;
Fischel, 2001). Future homebuyers lack a voice in municipal elections if they have not yet
moved to the municipality or are too young to vote at the time a zoning plan is drawn up.
It is certainly impractical to incorporate the opinions of non-residents and children into city
council elections; nonetheless, ignoring them creates a distorted view of a city’s housing
needs. Some municipalities have tried to resolve this problem by soliciting non-voters’
feedback at public engagements; however, public engagements themselves are
representationally flawed, although there are efforts to make them more egalitarian
(Carcasson, 2020).

Reforming zoning in Metro Vancouver is even harder than in other metropolitan
areas because of its jurisdictional fragmentation. Rather than a single central city which
grows and annexes adjacent areas, Metro Vancouver is composed of 21 municipalities,
one electoral area, and one Treaty First Nation (Tsawwassen), none of which contains
more than a quarter of the region’s residents. This makes ending single-family zoning a

collective action problem. If, for example, the City of Burnaby decided unilaterally to end



single-family zoning on its own, it would absorb nearly all the region’s new development,
along with the social costs presumed to accompany that development, while the benefits
of improved affordability would be diffused throughout the region (Lewyn, 2016; E. K.
Wilson, 2016). Given the influence of homeowners in municipal elections, it is unlikely any

city council would make such a politically risky move.

2.4. Modern Efforts to Reform Zoning

Abolishing single-family zoning has become a popular cause among progressive
urbanists as well as free-market advocates. Recent articles in the Journal of the American
Planning Association have called for ending single-family zoning in no uncertain terms —
a complete reversal from the state of the profession half a century ago (Manville et al.,
2020; Wegmann, 2020). Organizations such as Strong Towns have built up networks of
advocates around this issue, often in tandem with related causes like making streets safer

for pedestrians and cyclists (Abramson, 2023).

In the past five years, single-family zoning has been largely abolished in the U.S.
states of Washington, Oregon, California, and Maine, and the country of New Zealand.
These reforms apply to all large cities in these jurisdictions, and generally allow
multiplexes of 2, 3, or 4 units on all lots, as well as secondary suites. While all of these
reforms were too recent to have spawned an academic literature on their results, grey
literature suggests that generally they were followed by a boom in housing construction
and a slowing down or reversal of housing price increases (Bipartisan Policy Center, 2023;
Blumgart, 2022; Clark, 2023; Millsap, 2023). However, in some places, this building boom
may have resulted from other reforms, such as removing minimum parking requirements
or allowing more high-rises along transit corridors. In addition, allowing multiplexes
reduces, but does not eliminate, the zoning effect in neighbourhoods where latent demand
is high enough to call for apartments. Over the next decade, we should expect to see more

literature emerge on the longer-term effectiveness of these governments’ decisions.

One might think that increasing the allowable density of a lot (also known as up-
zoning) increases its price and thus fails to quell price increases. To resolve this concern,
one must distinguish between zoning’s effect on individual properties and its effect in
aggregate. While an up-zoned lot will become more valuable than neighbouring single-
family zoned lots (what | describe later on as “land lift”), it is the zoning restriction on the

neighbouring lots that creates this premium. Were the whole city up-zoned together, this
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effect would dissipate with the rollout of new housing supply. One Australian paper found
that relaxing zoning regulations in spot areas of Brisbane did not result in lower prices
(Murray & Limb, 2020). However, the price increases this study reported were the result
of land lift. Increasing the allowable density of an entire city had not been tried anywhere
until recently, and as a result it has not yet been thoroughly analyzed. Nevertheless,
several studies have attempted to describe the relationship between zoning controls and

housing prices.

2.5. Past Studies Quantifying Zoning

Most studies quantifying zoning have focused on the effect of zoning designations
on particular properties or neighbourhoods, rather than the aggregate effect of zoning
across an entire city or metropolitan area. A 1991 literature review of North American
studies quantifying zoning found few consistent patterns; the price effects of zoning
diverged significantly from city to city (Pogodzinski & Sass, 1991). This inconsistency may
stem from the fact that zoning bylaws were binding in fewer cities in the 1980s than today;
most downtowns were not experiencing a resurgence in popularity, and housing demand
was still primarily in the not-yet-constrained suburbs. There were two partially consistent
trends: multi-family housing always had either zero effect or a negative effect on the price
of nearby detached houses, and detached houses sold for more money when located on
single-family zoned land. These are micro-scale findings though; no papers in this study
looked at the total effect of zoning regimes on housing prices. This survey also predates
much of the affordability discourse in urban studies; the papers reviewed in it viewed

increasing property values as an unqualified benefit of zoning.

Other studies have focused on the motivations behind zoning, and particularly its
use as a tool of exclusion. Exclusionary zoning is the use of zoning to keep certain people
out of a neighbourhood, and it can be influenced by individual voters as well as politicians
and planners. Individual motivations for exclusionary zoning include maintaining the
aesthetic of a neighbourhood, preventing congestion of free parking and street space, and
securing high property values by reducing supply. Political motivations can include
collecting more property tax revenue per resident (fiscal zoning), screening out residents
who consume more public services or negatively impact existing residents (public good
zoning and consumption zoning), or maintaining the political leaning of the area (political
economic zoning). However, identifying the motivations behind zoning based on its effects

is impossible, as variously motivated zoning decisions lead toward the same result
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(Bogart, 1993). Additionally, decision-makers tend to hide insidious motivations for zoning
with euphemistic language to avoid public outcry and potential civil rights litigation
(Clingermayer, 2004). While identifying the motivations behind zoning would be useful for
deciding whether to retain it in B.C. cities, in this study | focus specifically on estimating

zoning’s likely effects.

Papers focusing on the aggregate effect of zoning agree that zoning significantly
increases housing prices wherever it is binding on land-use choices. Studies from the
United States (Glaeser & Gyourko, 2002; Gyourko & Molloy, 2014), England (Hilber &
Vermeulen, 2016), Australia (Kendall & Tulip, 2018), and New Zealand (Lees, 2017) show
housing prices vastly outstripping incomes and construction costs since the late 20"
century. The authors are unanimous in their identification of land-use regulations as the
main cause, as opposed to physical constraints or bubble effects. Of these regulations,
density limitations created by zoning are the primary reason mentioned, with minimum lot

sizes and development approval processes also playing a major role.

Previous studies of the Vancouver area are mixed in their evaluation of zoning’s
effect on housing prices. Two early studies found negligible or inconsistent effects of
upzoning on property values, and no effects on neighbouring properties (Mark & Goldberg,
1981, 1986). However, these studies focused on localized effects of zoning rather than
aggregate effects. They also notably predate the post-Expo '86 investment boom, often
seen as a turning point in Vancouver’s housing market. More recently, a C. D. Howe
Institute study of Canadian housing prices found that the “regulation burden”, a sum total
of government policies affecting housing construction, added $600,000 to dwelling costs
in Vancouver (Dachis & Thivierge, 2018). An Urban Land Institute study that looked
specifically at Vancouver apartments found that taxes and fees alone accounted for
$220,256 of the total $840,000 cost of a typical new apartment (Sullivan, 2018). While
both the above studies provide important findings, my study brings an updated perspective
to the Vancouver market, and new insights on housing markets elsewhere in British

Columbia.

3. What Is the Zoning Effect?

Because this term constitutes the core of my paper, | will elaborate on it to ensure
it will not be misunderstood or misinterpreted. The zoning effect, as previously defined by

Kendall & Tulip (2018), is the amount that the average sale price of a detached home or
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apartment in a given area is increased due to zoning and related policies prohibiting,
slowing down, or increasing the cost of subdivision, densification, and development. |

describe below other phenomena which the zoning effect could be confused with.

3.1. Zoning Effect Is Not Land Lift

Zoning effect is not the increase in the land value that happens when a low-density
lot is rezoned to high-density. This is called land liff, and it results in a windfall gain for the
owner of that particular lot. However, my research focuses not on these small releases of
pent-up housing demand, but rather the build-up of demand that is created by zoning
restrictions in the first place. If zoning is a dam impounding a river of housing supply, then
land lift is represented by the pressure jet of water that sprays out if one pokes a small

hole in the dam. Conversely, the zoning effect is the weight of the entire reservoir.

3.2. Zoning Effect Is Not Localized “Benefits of Zoning”

The zoning effect is also not the benefit that is presumed to accrue t