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The Jobs-Housing Mismatch: What It Means for U.S. Metropolitan Areas

Many American metropolitan areas exhibited robust job growth in the favorable economic conditions that pre-
vailed for most of the past decade, up to the pandemic-induced recession of 2020. However, not all those metros
matched job growth with housing growth. Largely because of restrictions on land use, some of the nation’s most
successful and productive metropolitan areas failed to meet housing demand. The populations of those areas
became better educated and earned higher incomes. Even though many jobs that don’t typically require a college
education paid better in those metros, less educated workers gravitated to the growing metros where housing
was more affordable. When high-wage, high-productivity metros exclude many of the workers who would want
to work there—but can’t find housing that meets their needs and that they can afford—the national economy
grows less than it could have.

Growing U.S. metros that better matched housing supply with job growth often relied on widespread construc-
tion of single-family homes on previously undeveloped land. This sprawling development pattern leads to au-
tomobile dependence and traffic congestion, threatening future growth as lower-priced housing becomes ever
more distant from employment concentrations. The most impressive areas successfully achieved both density
and plentiful supply. These metros are best positioned for the future.

Many of the successful metros are struggling to shift housing patterns to permit higher density, and all want to
increase the use of public transit. The federal government can play a constructive role in helping U.S. metropol-
itan areas transition to higher densities and more transit use with financial aid for planning, housing assistance,
and public transit. However, such spending has often been wasteful in the past, and constant vigilance is required
to ensure that new spending is cost-effective. Some commentators have also suggested that the federal govern-
ment, by withholding or conditioning aid, can force resistant communities to liberalize zoning and become more
open to denser and more affordable types of housing. Such hopes seem unrealistic, given the federal govern-
ment’s lack of authority and expertise in land-use regulation. As the deleterious effects of the jobs—housing mis-
match become clearer, actions are increasingly being taken at the state and local levels to lift the many regulatory
impediments that stop new housing from being built where it’s needed.
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Introduction

This report examines the “jobs—housing mismatch” across U.S. metropolitan areas from peak to peak in the
last economic cycle (2008-19). The mismatch refers to a trend in which, over a period of time, large numbers
of jobs—but relatively few housing units—are created. Defined in this way, the jobs—housing mismatch is com-
monly associated with metropolitan areas that exhibit a high degree of regulation of new housing construction.
Restrictive regulation, combined with strong labor demand, leads to tight housing markets, as new workers are
attracted to a growing metropolitan area but unable to find housing that meets their needs and that they can
afford. A 2005 Federal Reserve Board paper by Raven E. Saks found that, as a result, housing is more expensive
while employment growth is lower than it would be in a less regulated area. The composition of the labor force
changes as well, as people who move into the area tend to have higher incomes, and lower-income workers are
impelled to move out of the area.'

The urban-planning and economics literature includes many more references to a different kind of jobs—housing
mismatch. Within growing metropolitan areas, job growth is often focused on areas distant from locations where
lower-cost housing is available. A 1989 article by Robert Cevero in the American Planning Association’s APA
Journal found such imbalance—between growing suburbs and older central cities where low-cost housing is
located—to be a major cause of increasing traffic congestion in growing metropolitan regions. He attributed
the imbalance to several factors: “fiscal” and “exclusionary” zoning, growth moratoriums, a resulting mismatch
between worker earnings and the cost of available housing, and the growth of two-earner households and in-
creased job mobility.?

More recently, an Urban Institute study, using data from an online job-matching service for low-wage service
jobs, found a widespread mismatch between job locations and where workers live. However, this is no longer
simply a matter of suburban growth; in some cases, traditional core cities have resumed their traditional role
as job centers but have not allowed their housing stock to grow to meet demand, resulting in low-wage service
job-seekers being relegated to residences in outlying areas.®* Among the strategies to overcome current jobs—
housing mismatches within regions, according to the study, are increased opportunities for promotions and pay
rises so that workers have an incentive to travel long distances for jobs, creating housing near public transit, and
improving access to public transit.

This report looks at a sample of U.S. metros that exhibited high job growth from November 2009 to November
2019.* Metro areas are defined by the U.S. Office of Management and Budget as including a central county and
may include additional counties (in New England, municipalities) based on commuting patterns. In some cases,
as in the San Francisco Bay Area (San Francisco and San Jose) and the Research Triangle area of North Carolina
(Raleigh and Durham—Chapel Hill), the government’s definitions create adjacent metro areas that are commonly
viewed as a single entity. Metros are ranked based on the ratio of new jobs to housing permits (Figure 1).
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FIGURE 1.

Jobs-Housing Ratio, High-Job-Growth Metro Areas, 2008-19 Business Cycle

Change in Annual
Average Wage and Salary

Metropolitan Area

Durham-Chapel Hill, NC

Employment, 2008-19
(Thousands)

Housing
Permits, 2009-19

Jobs-Housing
Ratio

Houston-The Woodlands-Sugar Land, TX

Raleigh, NC

Charlotte—Concord-Gastonia, NC-SC

Phoenix—Mesa—Scottsdale, AZ

Washington—Arlington—Alexandria, DC-VA-MD-WV

Seattle-Tacoma—-Bellevue, WA

Austin—Round Rock, TX

Orlando—Kissimmee-Sanford, FL

Portland-Vancouver-Hillshoro, OR-WA

Dallas-Fort Worth—Arlington, TX

Atlanta-Sandy Springs—Roswell, GA

Nashville-Davidson—Murfreeshoro—Franklin, TN

Denver—Aurora—Lakewood, CO

Los Angeles—Long Beach—Anaheim, CA

New York-Newark-Jersey City, NY-NJ-PA

Boston-Cambridge-Nashua, MA-NH NECTA
(New England City and Town Area)

Riverside—San Bernardino—Ontario, CA

San Jose-Sunnyvale-Santa Clara, CA

San Francisco-0akland-Hayward, CA

42,017

517.7 509,409 1.02
128.4 121,428 1.06
215.2 177,450 1.21
306.3 229,211 1.34
331.7 244,812 1.35
315.2 220,441 1.43
324.9 221,477 1.47
262.3 176,075 1.49
182.8 121,254 1.51
740.1 483,530 1.53
4171 260,910 1.60
254.4 150,560 1.69
285.1 164,874 1.73
526.2 258,827 2.03
1,067.4 462,724 2.31
311.8 123,494 2.52
293.7 107,801 2.72
214.5 67,171 3.19

417 120,467 3.46

Source: U.S. Bureau of Labor Statistics (BLS), Current Employment Statistics; U.S. Census Bureau, Building Permits Survey

The higher the ratio, the greater the imbalance between
job growth and housing construction in the period.
Unsurprisingly, some of the nation’s most expensive
metros cluster at the bottom of the chart: Los Angeles—
Long Beach—Anaheim, New York—Newark—Jersey City,
Boston—Cambridge—Nashua, San Jose—Sunnyvale—
Santa Clara, and San Francisco—Oakland—Hayward.
These were identified by Saks in 2005 as among the
nation’s 20 most regulated metropolitan areas, along
with Riverside—San Bernardino—Ontario, a lower-cost
but also lower-wage area. Many of the metros grouped
at the top of the list in Figure 1 were ranked much lower
on Saks’s regulation metric.’ The regulation metric was

clearly predictive of a jobs—housing imbalance over the
subsequent economic cycle.

This paper considers how this imbalance influences the
distribution of different types of employment among
the nation’s metropolitan areas. As Saks predicted, the
labor force in the metros with a high mismatch between
jobs and housing production over time becomes tilted
toward occupations that typically pay well enough for
workers to afford elevated housing costs. The share
of workers in lower-paid occupations falls, as well as
the less educated workers who fill those jobs, and the
industries that need large numbers of such workers


https://www.bls.gov/sae/data/
https://www.census.gov/construction/bps/

gravitate toward the metropolitan areas where housing
construction keeps pace with job growth—and thus housing
is more affordable to workers at a range of incomes.

The nation pays an economic price for this redistribu-
tion of labor.® If the high-mismatch metros were more
open to building housing, less educated workers would
be more likely to be able to take advantage of job oppor-
tunities in these areas providing services to high-pro-
ductivity businesses. These jobs would, on average,
pay higher wages than similar jobs in more affordable
metros. The lost output from these jobs not taken is a
significant loss to the national economy.’

The metropolitan areas where the economy is tilting
toward higher-paying jobs that require a college
degree, and away from those that are usually filled by
people who are not college graduates, also tend to be
areas with a larger share of the workforce using public
transit to reach their place of work. Public transit is in-
herently an egalitarian institution, knitting metropol-
itan areas together as unified labor markets without
necessitating the cost of owning a car. However, in
areas where housing production fails to keep pace
with employment growth, proximity to public transit
confers a cost premium on the limited supply of exist-
ing housing. Housing that is affordable to lower-paid
workers is found, at best, in outlying areas, resulting in
long commutes. In contrast, metros where housing is
more widely affordable tend to have much more limited
public transit options, which are little used. The vast
majority of workers commute by private vehicles.

Sprawling regions tailored to cars are difficult to retro-
fit for less driving and increased transit use, although
some communities within growing metropolitan areas
are trying. Local efforts to expand public transit are
difficult because these areas have a sprawling land-use
pattern not well suited to public transit service and
because public support is hard to mobilize for what is
currently a little-used service. This, in turn, will ulti-
mately exacerbate traffic congestion and pose a threat
to continued job growth as businesses are less able to
attract the workers they need.

The twin challenges of urban sustainability—moving
people to transit where it exists, and transit to people
where it does not—are daunting in a nation where the
federal government has little influence over land use
and has not been effective in using its role in funding
local transit to force efficiencies in design and con-
struction. Recent commentaries suggest a far more
interventionist role for the federal government in
urban land use than has been heretofore contemplat-
ed. Such intervention could be deeply unpopular in the
high-mismatch metropolitan areas.

While the Biden administration proposes a federal role
in promoting local zoning reform, the administration’s
proposals have stopped short of coercing compliance
with more permissive standards. An aggressive stance
limiting local governments’ ability to restrict new
housing is more likely to be taken by state governments
in response to organizing and persuasion by advocacy
groups.

The Biden administration has also proposed a large
increase in federal aid for local transit modernization
and construction. As of spring 2021, whether Congress
will ultimately approve such aid or impose conditions
to address spiraling construction costs is not yet clear.

Comparing Metropolitan
Areas with Different
Levels of Jobs—Housing
Balance

A comparison of different indicators for the metros in
this study provides insight into the implications of match-
ing job growth with housing growth or failing to do so.
Changes in home values and rents do not follow a consis-
tent pattern (Figure 2). It is likely that home values at the
beginning of the period were influenced by the number of
units constructed in the previous period, as well as market
conditions in 2008. Thus, the changes over a more recent
period (2008-19) were also influenced by these initial
conditions. The Zillow Observed Rent Index data began
in 2014 and also show an inconsistent pattern. The high-
est-percentage rent increases are in the “mismatched”
San Francisco Bay metro but also in the better-matched
Phoenix—Mesa—Scottsdale metro, where rent increases
outpaced changes in home values.

Rising sales prices and rents may indicate that incomes
are rising, or that housing is becoming relatively more
scarce. In the latter case, “cost burdens” would rise for
households at progressively higher levels of income.
(Cost burden refers to households that pay more than
30% of their income in rent.) All the metropolitan areas
in this study had affordability issues in 2019 for house-
holds with very low incomes (Figure 3). For most of
the “well-matched” metros, the cost burden for house-
holds with incomes of $20,000—$35,000 is rising.
However, because the comparison is in nominal, not
constant, dollars, this may be partly because this pop-
ulation category is relatively poorer in 2019 than in
2014. The cost burden is perhaps lower in some cases
for households with incomes under $20,000, due to
greater access to subsidized housing.
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FIGURE 2.

Metro Area Changes in Home Values, 2008-19, and Rents, 2014-19

Zillow Home

Metropolitan Area

Value Index
6/30/2008

Change in
Zillow Home
Value Index
6/30/2008—

6/30/2019

Zillow
Observed
Rent Index

6/2014

Change in
Zillow Observed
Rent Index
6/2014-6/2019

Durham-Chapel Hill, NC $217,767

Houston-The Woodlands-Sugar Land, TX $152,968 $1,295 39% 13%
Raleigh, NC $224,173 $1,236 24% 20%
Charlotte—Concord—Gastonia, NC—-SC $183,743 $1,157 26% 27%
Phoenix—Mesa—-Scottsdale, AZ $222,314 $1,026 23% 36%
‘[',vgfcj{'_gn;‘g'__vwi"gm"'mexa"dria’ $390,950 $1,885 10% 12%
Seattle—-Tacoma—Bellevue, WA $381,205 $1,420 34% 37%
Austin—Round Rock, TX $219,846 $1,264 52% 21%
Orlando—Kissimmee-Sanford, FL $222,902 $1,235 13% 28%
Portland-Vancouver-Hillsboro, Oregon-WA $305,404 $1,217 35% 34%
Dallas—Fort Worth—Arlington, TX $154,147 $1,236 63% 25%
Atlanta-Sandy Springs—Roswell, GA $190,383 $1,157 24% 32%
Nashville-Davidson—-Murfreeshoro—Franklin, TN $187,704 $1,224 46% 27%
Denver—Aurora-Lakewood, CO $251,871 $1,281 76% 36%
Los Angeles—Long Beach—Anaheim, CA $506,251 $1,916 32% 32%
New York—-Newark—Jersey City, NY-NJ-PA $449,600 $2,438 7% 14%
Boston-Cambridge-Nashua, MA-NH NECTA $373,030 $2,043 31% 19%
Riverside—San Bernardino—Ontario, CA $294,919 $1,491 29% 31%
San Jose-Sunnyvale-Santa Clara, CA $635,683 $2,318 80% 35%
San Francisco—0Oakland—Hayward, CA $683,046 $2,361 63% 36%

Source: Zillow Research, Housing Data

What distinguishes metropolitan areas that have suc-
cessfully matched job growth with housing from those
that have not is a generally lower level of cost burden
for households in the $35,000—$50,000 range. Several
metros have kept the cost burden for this group in 2019
down to the range of about 50% (Charlotte—Concord—
Gastonia, North Carolina—South Carolina is the lowest,
at 43.8%, Figure 4). In contrast, the seven metros at
the bottom of the table all have a cost burden for this
income group in excess of 70%.

The pattern is even more pronounced for cost-bur-
dened households in the $50,000—$75,000 income
range, where several of the better-matched metros had

cost-burden levels for 2019 in the 20% range (Durham—
Chapel Hill is the lowest, at 16.4%). The bottom seven
metros all have cost burdens in this income range over
40%, with San Jose—Sunnyvale—Santa Clara, California,
by far the highest, at 72.6%. The cost burden was gener-
ally low for households with incomes over $75,000.

As housing becomes relatively costlier, high-growth,
“mismatched” metros gravitate toward high-val-
ue-added activities that attract better-paid employ-
ees who can afford housing in a supply-constrained
market. This results in growth in per-capita person-
al income above the national average.® Nationally,
per-capita personal income grew by 38% during 2008—


https://www.zillow.com/research/data/

FIGURE 3.

Percentage of Renter Households in Metro Areas That Are Cost-Burdened, by Income Level,

2014 vs. 2019

Cost-Burdened
Renter
Households by
Income, 2014

Metropolitan Area

Household Income < $20,000

Durham-Chapel Hill, NG

Cost-Burdened
Renter
Households by
Income, 2019

Cost-Burdened
Renter
Households by
Income, 2014

Cost-Burdened
Renter
Households by
Income, 2019

Household Income $20,000-$35,000

Houston-The Woodlands—-Sugar Land, TX

Raleigh, NC

Charlotte—Concord-Gastonia, NC-SC

Phoenix—Mesa-Scottsdale, AZ

Washington—Arlington—Alexandria,
DC-VA-MD-WV

Seattle-Tacoma-Bellevue, WA

Austin—Round Rock, TX

Orlando—Kissimmee-Sanford, FL

Portland-Vancouver-Hillshoro, OR-WA

Dallas-Fort Worth—Arlington, TX

Atlanta-Sandy Springs—Roswell, GA

Nashville-Davidson—Murfreeshoro—
Franklin, TN

Denver—Aurora—Lakewood, CO

Los Angeles-Long Beach—Anaheim, CA

New York—Newark—Jersey City, NY-NJ-PA

Boston—-Cambridge—Nashua, MA-NH NECTA

Riverside—San Bernardino—Ontario, CA

San Jose-Sunnyvale-Santa Clara, CA

San Francisco—0Oakland—Hayward, CA

Source: Zillow Research, Housing Data

19, compared with consumer price inflation of about
17% (Figure 5). Many of the “well-matched” metros
have per-capita personal income growth below the na-
tional average, as their economies are more likely to
retain low-productivity workers and low-value-added
activities. Charlotte—Concord—Gastonia had no growth
in real per-capita personal income. Most of the more
“mismatched” metros at the bottom of the table had
per-capita personal income growth well in excess of the
national average, with the San Francisco—Oakland—
Hayward metropolitan area having the largest growth.

Blue-collar workers likely are more productive in
the “mismatch” metros because the services they
support are higher-value-added. Thus, they receive a
wage premium above the national average. This wage
premium is consumed, however, by higher housing
costs. Figure 6 looks at three major occupation cat-
egories that do not typically require a college degree.
In most of the “better-matched” metros, the median
hourly wage in 2019 was at, or slightly below, the
national average for office and administrative
support; construction and extraction; and installation,



https://www.zillow.com/research/data/
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FIGURE 4.

Percentage of Renter Households in Metro Areas That Are Cost-Burdened, by Income Level,

201419

Metropolitan Area

Durham-Chapel Hill, NG

Houston-The Woodlands—
Sugar Land, TX

Raleigh, NC

Charlotte—Concord—
Gastonia, NC-SC

Phoenix-Mesa-Scottsdale, AZ

Washington-Arlington-
Alexandria, DC-VA-MD-WV

Seattle-Tacoma-Bellevue, WA
Austin—Round Rock, TX

Orlando—-Kissimmee—Sanford,
FL

Portland-Vancouver—Hillshoro,
OR-WA

Dallas—Fort Worth-Arlington,
X

Atlanta-Sandy Springs—
Roswell, GA

Nashville-Davidson—
Murfreeshoro—Franklin, TN

Denver—Aurora—Lakewood, CO

Los Angeles-Long Beach—
Anaheim, CA

New York—-Newark-Jersey City,
NY-NJ-PA

Boston-Cambridge—Nashua,
MA-NH NECTA

Riverside—San Bernardino—
Ontario, CA

San Jose-Sunnyvale-Santa
Clara, CA

San Francisco—0akland—
Hayward, CA

Source: Zillow Research, Housing Data

Cost-
Burdened
Renter
Households
by Income,
2019

Cost-
Burdened
Renter
Households
by Income,
2014

Household Income
$35,000-$50,000

Cost-
Burdened
Renter
Households
by Income, by Income,
2014 2019

Household Income
$50,000-$75,000

Cost-
Burdened
Renter
Households

Cost-
Burdened
Renter
Households
by Income, by Income,
2014 2019

Household Income
> $75,000

Cost-
Burdened
Renter
Households



https://www.zillow.com/research/data/

FIGURE 5.

Per-Capita Personal Income, Metro Areas

Metropolitan Area

United States
Durham-Chapel Hill, NC

Houston-The Woodlands-Sugar Land,
X

Raleigh, NC
Charlotte—Concord—Gastonia, NC—SC
Phoenix-Mesa-Scottsdale, AZ

Washington-Arlington—Alexandria,
DC-VA-MD-WV

Seattle-Tacoma—-Bellevue, WA
Austin—Round Rock, TX
Orlando—Kissimmee-Sanford, FL

Portland-Vancouver-Hillsboro,
OR-WA

Dallas-Fort Worth—Arlington, TX

Atlanta-Sandy Springs—Roswell, GA

Nashville-Davidson—-Murfreesboro—
Franklin, TN

Denver—Aurora—Lakewood, CO

Los Angeles—-Long Beach—Anaheim,
CA

New York—-Newark—Jersey City,
NY-NJ-PA

Boston-Cambridge—Nashua,
MA-NH NECTA

Riverside—San Bernardino—
Ontario, CA

San Jose-Sunnyvale-Santa Clara, CA

San Francisco-0akland-Hayward, CA

Change in
Per-Capita
Personal
Income, 2008-19

CPI Inflation = 17%,
July 2008-
July 2019

Source: U.S. Department of Commerce, Bureau of Economic Analysis (BEA), Per Capita
Personal Income; U.S. Department of Labor (DOL), BLS, CPI-U Inflation

maintenance, and repair occupations. In contrast, in many
of the “mismatched” metros at the bottom of the table, the
median wage was well above the national average.

However, wage increases were close to the nation-
al average in all metros for office and administrative
support occupations (Figure 7). Wage increases
were higher than the national average in some “well-
matched” metros for construction and extraction occu-
pations, as well as installation, maintenance, and repair
occupations. Texas metros (Houston—The Wood-
lands—Sugar Land, Austin—Round Rock, and Dallas—
Fort Worth—Arlington) led the group. The higher wage
increases made these metros relatively more attrac-
tive to these types of blue-collar workers, even though
wages remained higher in the “mismatched” metros.

There were large jumps in the percentage of the pop-
ulation over age 25 who are college graduates for all
metro areas between 2010 and 2019 (Appendix A).
However, there is a group of generally better-matched
metros that have retained a higher percentage of
non-college graduates. For example, Houston—The
Woodlands—Sugar Land had 33.3% college graduates
in this age group, while Phoenix—Mesa—Scottsdale had
32.2%. In contrast, many “mismatched” metros had
40% or more college graduates. “Jobs—housing mis-
match” implies a squeeze on non-college workers and
arising share of college graduates who can get jobs that
enable them to afford the housing cost premium.

The data also indicate the existence of metros that
might be viewed as highly attractive for college grad-
uates—where they can enjoy the wage premium that
comes with education but not see that premium eaten
away by housing costs. Raleigh and Durham—Chapel
Hill stand out in this category, but others likely include
Seattle—-Tacoma—Bellevue and Austin—Round Rock.
Washington—Arlington—Alexandria has historical-
ly been a high-cost area, but its good housing perfor-
mance in the last economic cycle presages greater com-
petitiveness in the future.

Only five of the metropolitan areas included in this
study had as many as 10% of commuters using public
transit as the primary means of commuting to work in
2019 (Figure 8). All are areas with a high percentage
of college graduates, and three (New York—Newark—
Jersey City, Boston—Cambridge—Nashua, and San
Francisco—Oakland—Hayward) are at the bottom of the
table, indicating a high degree of mismatch between
job growth and housing construction.

Many areas where housing construction is better
matched to job growth have limited public transit and
transit commuting shares as low as 1%. Correspondingly,

11


https://www.bea.gov/data/income-saving/personal-income
https://www.bea.gov/data/income-saving/personal-income
https://www.bls.gov/cpi/data.htm
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FIGURE 6.

Median Hourly Wage, Metro Areas

Metropolitan Area

us.

Office and
Administrative Support
Occupations

Median Hourly Wage, May 2019

Construction
and Extraction
Occupations

Installation,
Maintenance, and
Repair Occupations

Durham-Chapel Hill, NC

Houston-The Woodlands-Sugar Land, TX

Raleigh, NC

Charlotte—Concord—Gastonia, NC—-SC

Phoenix-Mesa-Scottsdale, AZ

Washington-Arlington—Alexandria, DC-VA-MD-WV

Seattle-Tacoma-Bellevue, WA

Austin—Round Rock, TX

Orlando—Kissimmee-Sanford, FL

Portland—-Vancouver-Hillshoro, OR-WA

Dallas-Fort Worth—Arlington, TX

Atlanta-Sandy Springs—Roswell, GA

Nashville-Davidson—Murfreesboro—Franklin, TN

Denver—Aurora-Lakewood, CO

Los Angeles—Long Beach—Anaheim, CA

New York-Newark-Jersey City, NY-NJ-PA

Boston—-Cambridge—Nashua, MA-NH NECTA

Riverside—San Bernardino—Ontario, CA

San Jose-Sunnyvale-Santa Clara, CA

San Francisco-0akland-Hayward, CA

Source: BLS, Occupational Employment and Wage Statistics

driving-alone percentages for commuting in these
areas are in the 80% range.

This contrast raises the issue of the second type of
jobs—housing mismatch—the one that persists within
metropolitan areas, where jobs are often not being added
in the same areas where relatively affordable housing is
available. This type of mismatch is an inconvenience but
not an insuperable obstacle to employment in metros
with good transit; lower-wage workers whose choices
of residence are limited geographically by affordability
can still get to many jobs without owning a car. In
metropolitan areas where transit is limited, not owning
a car is a real impediment to finding work.

Even where workers have access to a car, congestion
deters long commutes. Many of the nation’s fastest-
growing metros in terms of employment ranked high in
traffic congestion measures in the pre-pandemic period.
For example, most of the metropolitan areas with a
public transit commuting share below 10% (Atlanta—
Sandy Springs—Roswell, Houston—-The Woodlands—
Sugar Land, Dallas—Fort Worth—Arlington, Phoenix—
Mesa—Scottsdale, San Jose—Sunnydale—Santa Clara,
Riverside—San Bernardino—Santa Clara, Austin—
Round Rock, Portland—Vancouver—Hillsboro, and
Denver—Aurora), had 61 hours or more of yearly delay
per auto commuter, placing them in the top 20 for all
U.S. metropolitan areas.’


https://www.bls.gov/oes/current/oessrcma.htm

FIGURE 7.

Change in Median Hourly Wage, Metro Areas

Percent Change in Median Hourly Wage, May 2008—May 2019

Metropolitan Area

us.

Office and
Administrative Support
Occupations

Construction
and Extraction
Occupations

Installation,
Maintenance, and
Repair Occupations

Durham-Chapel Hill, NC

Houston-The Woodlands-Sugar Land, TX

Raleigh, NC

Charlotte—Concord—Gastonia, NC-SC

Phoenix—Mesa—Scottsdale, AZ

Washington—Arlington—Alexandria, DC-VA-MD-WV

Seattle-Tacoma-Bellevue, WA

Austin—Round Rock, TX

Orlando—-Kissimmee-Sanford, FL

Portland—-Vancouver-Hillshoro, OR-WA

Dallas-Fort Worth—Arlington, TX

Atlanta-Sandy Springs—Roswell, GA

Nashville-Davidson—-Murfreeshoro—Franklin, TN

Denver—Aurora—Lakewood, CO

Los Angeles—-Long Beach—Anaheim, CA

New York-Newark-Jersey City, NY-NJ-PA
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Riverside—San Bernardino—Ontario, CA

San Jose-Sunnyvale-Santa Clara, CA

San Francisco—0Oakland—Hayward, CA

Source: BLS, Occupational Employment Statistics

Examining the Better-
Performing Metro Areas

Raleigh—Durham—Chapel Hill,
North Carolina

As shown in Figure 9, new housing permits in Wake
County, the area including Raleigh that is at the center
of the last decade’s growth, were dominated by land-in-
tensive single-family homes. Moreover, the single-fam-

ily construction was widespread, not only in the central
city of Raleigh but in other communities such as Apex
and Cary. Only in Raleigh itself did the construction of
buildings of five or more units predominate.

Major employers have noticed the Raleigh area’s
success in matching job growth with new housing,
creating a desirable environment for new workers.
In April 2021, for example, Apple announced that it
would invest over $1 billion in a research and engineer-
ing campus in Wake County’s Research Triangle Park,
creating at least 3,000 new jobs.™
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FIGURE 8.

Commuting to Work, Metro Areas, 2019

Metropolitan Area

Durham-Chapel Hill, NC

Percentage of All Workers

By Car, Truck, or Van: Public Transportation
(Excluding Taxicab),

Who Drove Alone Percentage of All Workers

Houston-The Woodlands-Sugar Land, TX

Raleigh, NC

Charlotte—Concord-Gastonia, NC-SC

Phoenix—Mesa—Scottsdale, AZ

Washington—Arlington—Alexandria, DC-VA-MD-WV

Seattle-Tacoma—-Bellevue, WA

Austin—Round Rock, TX

Orlando—Kissimmee-Sanford, FL

Portland—-Vancouver-Hillshoro, OR-WA

Dallas-Fort Worth—Arlington, TX

Atlanta-Sandy Springs—Roswell, GA

Nashville-Davidson—Murfreesboro—Franklin, TN

Denver—Aurora—Lakewood, CO

Los Angeles—Long Beach—Anaheim, CA

New York-Newark-Jersey City, NY-NJ-PA

Boston-Cambridge-Nashua, MA-NH NECTA

Riverside—San Bernardino—Ontario, CA

San Jose-Sunnyvale-Santa Clara, CA

San Francisco—Oakland-Hayward, CA

Source: U.S. Census Bureau, American Community Survey, “2015—-2019 ACS 5-Year Data Profile”

Continued growth in this area will require a differ-
ent model from the past decade, as open land is less
readily available for development. The new model
will need to favor denser development, which has not
been common outside Raleigh. Also in April 2021, in a
context of rising home prices and concerns about stag-
nating construction levels," the Wake County Board
of Commissioners adopted PLANWake,? a growth
framework for the next decade. The plan would focus
mid- and high-rise multifamily developments along
bus transit corridors, mostly within Raleigh, and low-
er-scale multifamily housing along more widespread
“walkable center” areas representing about 10% of the
county’s land.”™ "Walkable centers” are communities
dense enough so that some services and activities can be
accessed by residents on foot. Achieving this vision will

require the cooperation of local governments, as well
as considerable investments in public transit and water
and sewer infrastructure. If municipalities instead con-
tinue to approve mostly sprawling single-family-home
developments, the Raleigh area could find itself expe-
riencing the combination of high housing prices and
congested roads familiar to residents of the high jobs—
housing “mismatch” metros.

Concurrently in the spring of 2021, the North Carolina
legislature is considering changes to state law that
would make this outcome less likely. The “Act to
Increase Housing Opportunities” (Senate Bill 349 and
House Bill 401) would require municipalities to allow
new homes to have up to four units on a lot where
water and sewers are provided, as well as attached
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FIGURE 9.

New Housing Permits: Wake County, North Carolina, 2009-19
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Source: U.S. Census Bureau, Building Permits Survey

FIGURE 10.

New Housing Permits: Austin—-Round Rock, Texas, Metro, 2009-19
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M 1 Unit M@ 2-4 Units @ 5+ Units

Source: U.S. Census Bureau, Building Permits Survey; compiled by Texas A&M University, Texas Real Estate Research Center, Building Permit Data for Austin—Round Rock, TX
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homes and “accessory dwelling units” (second units
on existing single-family lots)." The legislation
offers an alternative mechanism for meeting, at least
in part, housing demand in growing areas such as
Raleigh, should communities fall short on goals for
new apartment dwellings in denser, transit-oriented
communities.

Austin—Round Rock, Texas

In contrast to the Raleigh area, new housing permits
in the Austin—Round Rock metro during 2009-19
were better balanced between single-family homes and
buildings with five or more units. This was particularly
true in Travis County, the most populous in the region,
where Austin is located. In Travis County, permits for
buildings of five or more units consistently outpaced
single-family homes on an annual basis (Figure 10).

Austin has also been successful in attracting major in-
vestments from tech companies, and, compared with
Raleigh, the conditions that attracted those compa-
nies are threatened by the region’s very success. As of
early 2021, median home prices were up sharply year-
over-year and had reached record levels.”> However,

FIGURE 11.

the housing construction market was highly respon-
sive. New housing permits were also up sharply in the
region in 2020, including more than 23,000 permits
for single-family homes and more than 19,000 units in
buildings with more than five units.

The region’s established practice of using land more in-
tensively,'” combined with the rapid run-up in permits,
augurs well for the region’s ability to continue growing
while maintaining housing affordability at a range of
incomes. However, efforts to amend zoning to permit
denser buildings in central Austin have run into polit-
ical opposition.'®

As in the Raleigh area, planners are seeking so-called
smart growth—relatively dense multifamily housing
with amenities that can be reached by walking and
public transit to reach workplaces. The alternative,
as communities become more resistant to land-use
change, is continued single-family sprawl to the edges
of the region. As the region’s traffic becomes more con-
gested and commute times increase, first-time home
buyers must live farther from job concentrations to
find affordable homes, and the region’s attractiveness
to many employers may diminish.

New Housing Permits: Houston-The Woodlands—-Sugar Land, Texas, Metro, 2009-19
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Source: U.S. Census Bureau, Building Permits Survey; compiled by Texas A&M University, Texas Real Estate Research Center, Building Permit Data for Houston—The Woodlands—Sugar Land, TX



FIGURE 12.

New Housing Permits: Seattle, Washington, Metro, 2009-19

15,000

10,000 -

5,000 -

2009 2010 2011 2012 2013

2014 2015 2016 2017 2018 2019

M 1 Unit M@ 24 Units @ 5+ Units

Source: U.S. Census Bureau, Building Permits Survey

Houston—The Woodlands—
Sugar Land, Texas

Despite Houston’s reputation as a city with no zoning
and loose controls onland use, the greater Houston area
relied during 2009—19 more on single-family home
construction than did the Austin area (Figure 11).
As in Austin—Round Rock, the market has responded
strongly to the rising demand for homes,? but in the
Houston area, this response is more concentrated in
single-family construction. In 2020, single-family
permits increased from about 39,500 to more than
50,000, while permits for new units in buildings with
five or more units decreased from about 23,800 to
20,300. The Houston-area development pattern makes
the further expansion of the already-vast developed
metro area likely. Commutes will be longer and job
markets more fragmented.

In the Houston metro, mass transit is limited to Harris
County, where the city of Houston is located. In 2019,
Harris County voters approved a $3.5 billion bond
issue.? Plans include the expansion of light rail lines,
new bus rapid transit service, enhancements to existing
high-ridership bus routes, and new and improved high-
occupancy vehicle (HOV) lanes on major highways.?
While valuable, the improvements are hardly on a scale
to alter the region’s dependence on single-occupancy-
vehicle commutes.

Seattle, Washington

The Seattle region has achieved a distinction that
Raleigh, Austin, and Houston cannot: in the last econom-
ic upturn, it performed well in matching new housing
permits to new jobs while predominantly producing
housing in buildings of five or more units (Figure 12).
The Seattle area also produced a significant number of
units in the two- to four-unit range, often a source of
lower-rent unsubsidized housing.

In 2019, the Seattle City Council approved an “upzoning”
plan allowing denser buildings in 27 neighborhoods,
many of which are connected by existing or proposed
light rail transit.?® The plan increased permitted den-
sities on lots where apartment buildings were already
allowed. However, developers would be required to
devote 5%—11% of the building to affordable housing or
pay a fee in lieu of providing affordable housing. While
proponents asserted that the affordability require-
ments would result in the construction of up to 3,000
affordable apartments across Seattle over 10 years, this
depends on whether developers continue to view new
housing construction as generating an adequate return
on investment.

In early 2021, the regional transit agency, Sound Transit,
which initiated an ambitious regional light rail expan-
sion plan in 2016, was beset by financial shortfalls.* As
housing becomes costlier to build in the urban core and
transit expansions are cut back or delayed, the Seattle
area may find keeping the pace of housing growth in line
with job growth increasingly difficult.
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Conclusions

The data on the jobs—housing mismatch and its effects
in metropolitan areas illustrate how the U.S. economy
is subject to an odd kind of central planning—one that
exists without a central planning authority or even
intent. It is, instead, the result of decisions made,
often long ago, to adopt permissive or restrictive
land-use regulatory frameworks and to distribute po-
litical power at the state and local levels. Specific met-
ropolitan areas have institutional arrangements that
empower opponents of growth. These arrangements
add up to a long list, including municipal fragmenta-
tion, local control of land use, multiyear review pro-
cesses for zoning changes or conditional-use permits,
historic preservation, and environmental review.
Other metro areas are preempted by states from en-
acting roadblocks to growth or have benefited from
pro-growth leadership, at least in the recent past.
Still other areas have relatively permissive regulatory
arrangements that favor new housing development.
These local quirks strongly influence the types and
levels of economic activity in different metro areas
and, therefore, the size and composition of the U.S.
economy, since most economic activity takes place in
metropolitan areas.

In a recent blog post, commentator Will Wilkinson
notes the importance to national economic growth
of the high mobility of workers from one part of the
country to another.?® This ensures that when differ-
ent regions grow at different rates, a growing region
is not subject to labor shortages and rising price in-
flation, while a declining region does not experience
mass unemployment. Without labor mobility, polit-
ical tensions emerge as some parts of the currency
area prosper and others stagnate.

Wilkinson suggests that restrictive zoning in some
parts of the country has become an impediment
to labor mobility and thus to the functioning of the
American economy. He cites Yale law professor David
Schleicher, who wrote in 2017 that “lower-skilled
workers are not moving to high-wage cities and
regions.... [S]tate and local (and a few federal) laws
and policies have created substantial barriers to inter-
state mobility, particularly for lower-income Ameri-
cans.”?

Recent census bureau data from 2019 are available on
the place of birth of state residents. Appendix B pro-
vides information on the states in which the high-job-
growth metropolitan areas considered in this report
are located. In many states, the percentage of the pop-
ulation born in another state is within a narrow range
in the mid-30s (Georgia, Maryland, North Carolina,

Tennessee, Virginia, and Washington State). Arizona
and Florida, with their large retiree populations, are
high outliers, at 46% and 42%, respectively. The low
outliers, with few residents born in other states, are
mainly the states where housing construction in major
metros is out of balance with job growth, deterring
interstate mobility: California (16%), Massachusetts
(22%), New Jersey (24%), and New York (13%). In-
terestingly, Texas, which grows with a high rate of
natural increase (births minus deaths), also has a low
percentage of residents born out of state (22%).%

Some, but not all, of the difference between the stag-
nating states and those attracting large numbers of
native-born migrants is explained by higher foreign
immigration. New York, for example, had 24% for-
eign-born, compared with 16% in Washington State.
However, for New York to have enough in-migrants
(foreign-born and native-born) to bring the popula-
tion percentage born in-state (63% in 2019) to the
level of Washington State (46%), its population would
be 26.7 million, not 19.5 million.

Massachusetts, New Jersey, New York, and Califor-
nia are third through sixth among states in terms of
income per capita, so workers would likely want to
move to them to secure higher wages, were housing
scarcity and costs not such a deterrent.?? Wilkin-
son cites a 2017 paper by Kyle F. Herkenhoff, Lee
E. Ohanian, and Edward C. Prescott,? in which the
authors conclude:

We find that reforming land-use regulations would
generate substantial reallocation of labor and
capital across U.S. regions, and would significant-
ly increase investment, output, productivity, and
welfare. The results indicate that too few people are
located in the highly productive states of California
and New York. In particular, we find that deregulat-
ing just California and New York back to their 1980
land-use regulation levels would raise aggregate
productivity by as much as 7% and consumption by
as much as 5%. The results suggest that relaxing
land-use restrictions may contribute significantly
to higher aggregate economic performance.®

However, even the regions that facilitate housing
growth are highly dependent on the development of
single-family homes—mostly on previously unde-
veloped land—and the construction of highways to
enable mostly single-occupant vehicles to commute to
work. Making cities and suburbs denser as an alterna-
tive to peripheral sprawl depends on public buy-in to
higher density and transit construction that becomes
more difficult over time, even in pro-growth areas.



All the more reason, perhaps, for the federal gov-
ernment to maximize pressure on high-opportunity
metros that have extensive existing public transit in-
frastructure to cure their imbalance between job cre-
ation and housing production. Many proposals exist
in which the federal government would encourage,
but not force, change. The HOME Act,* proposed
by Senator Cory Booker and Representative James
Clyburn, would require states receiving Communi-
ty Development Block Grants (CDBGs) or Surface
Transportation Block Grants to create an “inclusive
zoning strategy.” This strategy could include a variety
of measures, such as reducing required lot sizes, elim-
inating parking requirements, or allowing accessory
dwelling units and multifamily housing. Biden’s 2020
campaign endorsed the proposal, prompting vehe-
ment attacks from incumbent Donald Trump, who
charged that this mild effort at reform would “abolish
the suburbs.”? Wealthy suburban communities that
did not want to create the required zoning strategy,
however, could forgo this federal funding.

The Yes in My Backyard (YIMBY) Act,® passed by the
House, but not the Senate, in 2020, would require
CDBG recipients to submit a report every five years
explaining whether they have implemented specific
zoning practices that increase housing opportunities
for low- and middle-income households. If they have
not adopted these practices, the report would explain
whether they intend to and, if not, why not.

The Housing Supply and Affordability Act, introduced
by Senators Amy Klobuchar, Rob Portman, and Tim
Kaine, provides $300 million annually in planning
and implementation grants to encourage states and
localities to remove regulatory barriers to housing
construction.?* Biden’s American Jobs Plan proposes
a $5 billion fund for localities to compete for grants
to build new infrastructure if they have taken steps to
remove regulatory barriers to new housing.®

Biden’s current approach has been criticized for being
all “carrot” with no “stick.” The idea for the “stick,”
according to one commentator, “is pretty straight-
forward: Rather than just telling states and localities
they can get access to an extra pot of money if they
choose to reform, tell them they’ll miss out on a much
bigger pot, and one they may routinely count on, if
they don’t.”%

In this vein, Harvard economist Edward Glaeser sug-
gests that American Jobs Plan infrastructure funds
be withheld from “states that fail to make verifiable
progress enabling housing construction in their high-
wage, high-opportunity areas.” Similarly, a 2020
proposal by Solomon Greene*® of the Urban Insti-

tute and Ingrid Gould Ellen of New York University’s
Furman Center would condition states’ eligibility for
competitive federal funding for housing, transpor-
tation, and infrastructure on demonstrable progress
toward housing production and affordability goals.
The authors propose that any state that both elimi-
nates single-family zoning and institutes an appeal
mechanism for mixed-income developments in com-
munities that lack affordable housing currently be
presumed to be advancing such goals and thus auto-
matically qualified for funding.

It’s implausible that a Democratic administration
would take such punitive actions against what are, in
many cases, very safe Democratic-supporting states
in national elections. A version of the Biden plan, with
carrots but no sticks for zoning reform, seems more
plausible to pass Congress than the more punitive al-
ternatives.

One important contribution that the federal gov-
ernment can make is to help willing communities
become denser and transit-oriented, as many want
to do, including in pro-growth states characterized
by sprawling metropolitan areas composed mainly of
single-family homes. This requires a combination of
planning assistance, transit infrastructure spending,
and affordable housing funding. Even big cities rarely
have the resources to do this on their own. Elements of
various proposals address these issues, including the
Housing Supply and Affordability Act and the Ameri-
can Jobs Plan, which includes a proposed $85 billion
for public transit and $213 billion for housing assis-
tance.® To be credible, however, an enlarged transit
program needs to be able to avoid the inefficient pro-
curement, cost overruns, and poor design choices
experienced in Seattle and common in U.S. transit
construction.”” Housing assistance to households in
the income categories troubled by cost burden is nec-
essary to achieve public buy-in for denser zoning in
many cities. However, it needs to be cost-effective and
not repeat the errors of past federal housing programs
that (like public housing) made affordability commit-
ments that couldn’t be sustained on a shaky base of
annual congressional appropriations, or (like Section
8 new construction of the 1970s) committed so much
funding per unit up-front that few households could
be served.

The best hope for changing zoning practices that result
in a jobs—housing mismatch is organizing at the local
level and in state capitals where legislatures are in-
creasingly inclined to set limits on local governments’
discretion to prohibit new housing as public attitudes
evolve.* The problems created by rapid growth create
the conditions for antigrowth politics. However, the
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deleterious consequences of antigrowth politics,
combined with generational changes in lifestyle pref-
erences, perhaps create the political conditions for
pro-denser housing and pro-transit reforms.*> An en-
lightened federal government has a role in spurring
such changes and funding the improvements that
make them possible. Nevertheless, metropolitan areas

Appendix

APPENDIX A.

will ultimately become more urban and less car-ori-
ented if the voters in those areas and the states that
depend on them for tax revenue are convinced that it is
a good way to live.

Population Aged 25 and Older, College Graduates, Metro Areas

Durham-Chapel Hill, NG

Share of Population, 25 Years and Older, with a
Bachelor’s Degree or Higher

2010 2019

Houston-The Woodlands-Sugar Land, TX

Raleigh, NC

Charlotte—Concord—-Gastonia, NC—SC

Phoenix—Mesa-Scottsdale, AZ

Washington—Arlington—Alexandria, DC-VA-MD-WV

Seattle-Tacoma-Bellevue, WA

Austin—Round Rock, TX

Orlando—-Kissimmee-Sanford, FL

Portland—Vancouver—Hillshoro, OR-WA

Dallas-Fort Worth—Arlington, TX

Atlanta-Sandy Springs—Roswell, GA

Nashville-Davidson—Murfreesboro—Franklin, TN

Denver—Aurora—Lakewood, CO

Los Angeles—-Long Beach—Anaheim, CA

New York—-Newark—Jersey City, NY-NJ-PA

Boston—Cambridge—Nashua, MA-NH NECTA

Riverside—San Bernardino—Ontario, CA

San Jose-Sunnyvale-Santa Clara, CA

San Francisco—0Oakland—Hayward, CA

u.s.

Source: U.S. Census Bureau, American Community Survey, 2015-2019 ACS 5-Year Data Profile
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APPENDIX B.

State of Residence by the State of Birth, 2019

pota B0 : B0
opulatic ate Anothe ate ANC

Arizona 7,278,717 2,901,217 3,315,707 46% 1,061,793
Ornia 39,512,223 22,172,075 6,300,596 16% 11,039,552

) of Go hia 705,749 262,594 345,502 49% 97,653
orida 21,477,737 7,688,623 8,993,935 42% 4,795,179
eorgia 10,617,423 5,777,264 3,646,436 34% 1,193,723
| 6,045,680 2,864,269 2,177,344 36% 1,004,067
6,892,503 4,091,791 1,539,702 22% 1,261,010

8,882,190 4,570,361 2,143,537 24% 2,168,292

0 19,453,561 12,271,005 2,596,517 13% 4,586,039

0 arolina 10,488,084 5,868,716 3,646,494 35% 972,874
Drego 4,217,737 1,923,843 1,837,620 44% 456,274
6,829,174 4,036,656 2,372,126 35% 420,392

28,995,881 17,240,037 6,456,156 22% 5,299,688

ginia 8,535,519 4,222,276 3,105,924 36% 1,207,319
gto 7,614,893 3,533,417 2,842,175 37% 1,239,301

Source: U.S. Census Bureau, American Community Survey, “State of Residence by Place of Birth—ACS Tables”
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