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About the American Enterpriststitute and the Housing Center

A Founded in 1938 as the American Economic Association in response to the New Deal.

o

Nonpartisan nonprofit located in Washington, DC.

A The American Enterprise Institute is a public policy think tank dedicated to defending human dignity,
expanding human potential, and building a freer and safer world. The work of our scholars and staff
advances ideas rooted in our belief in democracy, free enterprise, American strength and global
leadership, solidarity with those at the periphery of our society, and a pluralistic, entrepreneurial
culture.

A We receive funding from individuals, corporations, and grants.

A Three firewalls:

A No money from the government
A No paid research
A Academic freedom

A¢KS 1 9L | 2dza Ay Bangfo8ng dafai@ infortmAianSimfaddkon into knowledge, and

knowledge into policy action

Disclosure: | have a financial interest in Places Platform LLC, which is interested in meeting housing
supply shortages through walkable oriented development.



Hawalii hasone of the higheshousingcosts in the country and world

2018Demographidnternational Housing Affordability

A Out of the 50 states, Hawaii has DemographigMetropolitan Area m
Rank Ratio

A the highest median home price, Hong Kong 19.4  China

A the 2nd highest median rents, 91 Sydney, NSW 12.9  Australia

A .y 90 Vancouver, BC 12.6 Canada
the 2@ highest rate of homelessness 89  SanJose, CA 103 US

per capita, and 88 Melbourne, VIC 9.9 Australia
A the 4h highest rate of net out 87  LosAngeles, CA 94 US
migration 86 Honolulu, HI 9.2 us
) ) o 85 San Francisco, CA 9.1 us

A On a national basis, affordability in 84  Auckland 88  Australia
Honolulu and Kahului (based on median 83 London 85 UK
price-to-median income ratio) is very low, 82 San Diego, CA 84 US

only surpassed by a few California metros. 81 Toronto, ON 7.9  Canada

A In a 2018 survey of Q@ajor international ;3 "&zr;‘lj;geEXS”;\bs 2'2 Xl'fstra"a
market2 | 2y 21t dzt dzQa | FF2 N o Miam, FL R

86", justahead of Sadose and right

. 73 Seattle, WA 5.9 us
ahead ofLondon, San Francisead San 70 New York, NXIPA 57  US
Diega Tokyo stands out at 60. 69 Denver, CO 57  US

Al Y2 y 3 GKS ¢62NI RQa f I NI 68 Portland, ORNVA 5.5 us
nations Tokyo is easibne of themost 67 Boston, MANH 55 US
affordable. Why? 66 Sacremento, CA 5.3 us

61 Singapore 4.8 Singapore
60 TokyoYokohama 4.8 Japan

59 Dublin 4.8 Ireland
58 Las Vegas, NV 4.7 usS

57 Orlando, FL 4.6 usS

48 Tuscon, AZ 4.3 usS

47 TampaSt.Petersburg, Fl 4.3 us

Sourcehttp://www.demographia.com/dhi2018.pdf
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The Tokyo Model

A Market and property rights based system with little possibilities for local interference.
A Key differences to the US:

A Subjecti 2 GKS T2yAy3 NHzE Sas (GKS NAIKGE 2F I yR2gy ¢
NAIKG (2 26y 2N G2 K2fR LINRPLISNIE@ Aa AygAazilof S

A Inthe U.S. zoning classifications are exclusionary. For example, a lot zoned commercial is restricted to
that single use.

In Japan, zoning classifications are mclusmrﬁqy;h zone has a maximum use categait) any
Gf SAaASNE dzasS adagatt oSAy3d ltft26l06fSo

A
A Of only 12 zoning categories in the whole country, the lowest allows for far more density than single
A

family detached zones in the US.
All zoning is byright.
A Localjurisdictions have little discretion in setting their own zoning rules or hindering development
A Why it works:
A Allowsfor more natural development within loose confines through markets rather than planners.
A Triggers an automatic supply response when land prices rise (conversion to a higher and better use).
A Ensures that new homes are affordable, which enables rapid filtering to free up supply at the low end.

A Outcomes:
A Lotsof new construction.
A Housingn Tokyo is far more affordable than in comparable megacities.
A More mixeduse/walkable neighborhoods.
A Rapidreplacement of obsoletenits.



The concept of highest and best use

Vienna VA example:
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o

Source: Google, ZillowEl Housing Centerww.AEIl.org/housing

Due to high land values and absent the opportunity to increase density, homes are being converted into
McMansions.

Lot sizes would certainly support moderately higensity. For example, 4 units at roughly 1,500 sq. ft. each
would likely be valued at $900k, or $3.6m combined.

And, as a result, property tax revenue for this lot and builder profits would be much higher.

Wl LI y Q& 1 gropdrty @vndrsitafake adiantage of a higher and better economic use of the land.
Ironically, it is similar to land use patterns prevalent prior to the 1921 introduction of exclusionary zoning
in the U.S.

s, 2 baths, 1,522 sq. feet, - P
0.51 acres lot, built: 1952 -
Zillow home value estimate: $800k



http://www.aei.org/housing

The relationship between density/lot size, home size, and home price

Honolulu County added almost 18,000 single family detached homes sinca®@tedianas built density of 8
units/acre. (In Maui, the median density is only about 6 units/acre.) At 50% higher density, this could have added
another 9,000 units, while lowering home prices and adding extra tax revenue. This would have turbocharger filte

Lot Size, Gross Living Area (GLA), Price, & Indexed Property Tax Revenue for Single Family Homes
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Lot Size, Gross Living Area (GLA), Price, & Indexed PropertiR@enue

Maui County HI: Lot Size, Gross Living Area (GLA), Price, & Indexed Property Tax

Revenue
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Note: Size of the dotepresent the property tax revenuadexed to the yield from the least dense binned cateqopper left), which
equalsl00). Limited to single familjjomesthat were built in 2000 or later. Lot sizes are limited to those between 3,00f. 4.5
units/acre) and 45,000 sdt. (0.97units/acre. Homes are binned into 10 equally sized bins based on their lot size. Regression ane
controls for year built and the census tract of the propeBgtaused totaled around 6,300iomes

Source: AEI Housing Center



Why adding supply at the middle of the price range is so important

A The sweet spot is building at the middle of the price rahgght TouctDensity facilitates this.
A Buildingonly at the high endthrough mandatingnclusionaryzoning for example) is inefficient:
A22y Qi LINPOARS (GKS NBIjdzANBR adzllLX @ NBalLkyas
A Supply takes a long time to filter down, and
A You may run out of buyers.
A Buildingnew units atthe low endrequiresheavy subsidies

A New supply in the middle price range facilitates fittering process, where older homes are made
available to lower income households.
A Thought experiment: Imagine car manufacturers could only build Ferraris.
A Price of existing cars would skycket.

Increased housing cost burdens
Increased homelessness
Growing numbers of obsolete units

(\ 'Y Y Obsolete units upgraded or demolished

@ @ {ﬁ\ @ @ @ @ A Reduced housing cost burdens on-lneome renters and buyers

A Offers many more ownership opportunities, helps close the-socio
economic status wealth gap, and reduces homelessness.

A Adds a wider variety of structure types, more owner and renter
opportunities, and across a broader range of price points.



Japanese Zoning

Federal government sets 12 categorié
of Land Use Zondn all butl
(exclusively industrialyesidential
housing is allowed.

Zoning laws and building codes are 8
set at the nationalevel. Localitie®nly
have the ability to magones, which
mustbe approved byhe national
government.

Categoryl exclusively lowise
residentialzoneis not limited to
singlefamily detached, as is the
standard in the U.S. It also allows for
light touch density with small stores,
duplexes, and threstory apartment
buildings.

If a city wants to zone for big
commercial stores or offices, the city
forced to allow a variety of "lesser"
uses in the sameone, including
residential.

<

This zone is designated for low rise residential
buildings. The permitted buildings include resi-
dential buildings which are also used as small
shops or offices and elementary/junior high
school buildings.

Category Il mid/high-rise oriented
residential zone

This zone is mainly designated for medium to
high rise residential buildings. In addition to
hospital and university buildings, the permitted
buildings include certain shops and office build-
ings with a floor area of up to 1,500m’ to pro-
vide conveniences for the local community.

This zone is designated to allow the introduc-
tion of vehicle-related facilities along roads
while protecting the residential environment in
harmony with such facilities,

This zone is mainly occupied by light industrial
facilities and service facilities. Aimost all types
of factories are permitted excepting those
which are considered to considerably worsen
the environment.

Source: http//www.mlit.go.jp/common/001050453.pdf

This zone is mainly designated for low rise
residential buildings. In addition to elementary/
junior high school buildings, certain types of
shop buildings with a floor area of up to 150m’
are permitted.

Category | residential zone

P

This zone is designated to protect the residen-
tial environment. The permitted buildings in-
clude shops, offices and hotel buildings with a
floor area of up to 3,000m’,

Neighborhood commercial zone

This zone is designated to provide daily shop-
ping facilities for the neighbourhood residents.
In addition to residential and shop buildings,
small factory buildings are permitted.

Industrial zone

Any type of factory can be built in this zone.
While residential and shop buildings can be
constructed, school, hospital and hotel build-
ings are not permitted.

Category | mid/high-rise oriented
residential zone

This zone is designated for medium to high
residential buildings. In addition to hospital and
university buildings, certain types of shop build-
ings with a floor area of up to 500m’ are per-
mitted.

Category Il residential zone

This zone is designated to mainly protect the
residential envionment. The permitted build-
ings include shops, offices and hotel buildings
as well as buildings with karaoke box,

Banks, cinemas, restaurants and department
stores are constructed in this zone. Residential
buildings and small factory buildings are also
pemitted.

This zone is designated for factories. While all
types of factory buildings are permitted, resi-
dential, shop, school, hospital and hotel build-
ings cannot be constructed.


http://www.mlit.go.jp/common/001050453.pdf

Japanese Building Restrictions

A Local jurisdictions have limited discretion over zoning.
A Per zone, they are allowed to set a maximum floor area ratio and a maximum building coverage, which are
fairly high by US standards.

A There are no parking requirements.

Floor Area Ratio and Building Coverage Ratio Regulations in Land Use Zones

Maximum buildin:

Category of Land Use Zone Maximum floor-area ratios (%) Coveras fitioe (5

50 60 80 100 150 200 30 40 50 60

50 60 80 100 150 200 30 40 50 60
Category | mid/high-rise oriented residential zone 100 150 200 300 400 500 30 40 50 60
Category Il mid/high-rise oriented residential zone 100 150 200 300 400 500 30 40 50 60
Category | residential zone 100 150 200 300 400 500 50 60 80
Category Il residential zone 100 150 200 300 400 500 50 60 80

100 150 200 300 400 500 50 60 80
Neighborhood commercial zone 100 150 200 300 400 500 60 80

200 300 400 500 600 700 800 900 1000 1100 1200 1300 | 80

100 150 200 300 400 500 50 60 80

| 100 150 200 300 400 50 60
100 150 200 300 400 30 40 50 60

Source: Whylapan Looks the Way it Does: Zonritps:// www.youtube.com/watch?v=wfm2xCKOCalkd
https:// www.mlit.go.jp/common/001050453.pdf
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Japanese Building Height Restrictions

A Only the lowestkoning
category (lowrise
residential) has &eight
limit of 12 meters (about 35
ft.).

A Formost of urbanJapanthe
only limits on height are
lenient restrictions on floor
area ratio and codes which
ensure sufficient sunlight.

A Building heights are
primarily determined by the
size of the road and the
building set back.

A Thefarther the building is
set back from the street, the
higher it can be.

A Thewider thestreet is the
higher the buildings that can
be built next to it.

® Residential Land Use Zone

@®Other Zones

1
N1.25*
]
N
20m
20~35m Boundary with
(Applicationdistance) ~ neighbouring plot

s#can be increased to 1.5 if designated as such
by the local government building authority with
the approval of the City Planning Councii.

*can be increased to 2.5 and 31 m respectively if desig
nated as such by the kocal government building authority

with the approval of the City Planning Council.

1
N 2.5 #
A
1 %t

1.5 [/, 31m
Roaq,'

’ \

20~50m B,ounda‘ry with
(Application distance) neghbouring plot

#can be exempt from restriction in areas
designated by the local government build-
ing authority with the approval of the City
Planning Council.

Source: http//urbankchoze.blogspot.com/2014/04/japanesmning.html
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Tokya Low Rise Residential Zor&xample

Generally 23 story buildings

Source: httpg/www.google.com/maps/search/Shifoiwa+Station/@35.7305336,139.868933,42a,35y,80.44h,76.61t/data=!3m1!1e3
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Tokyo: Low Rise Residential Zon&xample (Cont.)

The lot size is of about 1,000 sq. ft., which equates to a density of about 40 units per acre.

Source: httpg/www.google.com/maps/@35.7305813,139.8699496,3a,75y,121.66h,92.18t/data=!13m6!1e1!3m4!1sUilGMw7LLgipnnPeHEbK6A!I2e0i8d3312!8
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