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Inclusionary zoning can break up concentrated poverty
and position families closer to better schools.
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olicymakers have created various incentives for

housing developers to build more affordable

homes in high-cost neighborhoods. The goal of

these efforts is to address growing income segre-

gation in America’s cities that leaves the most
vulnerable families with limited access to good schools. One
of those policies is inclusionary zoning, which mandates or
encourages developers to build a proportion of homes in
market-rate developments that are sold or rented at
below-market rates. More than 500 localities in the United
States have inclusionary zoning policies.> The oldest and
largest is in Montgomery County, Maryland.

This brief, based on a RAND report, “Is Inclusionary
Zoning Inclusionary?” examines inclusionary zoning pol-
icies in eleven jurisdictions across the United States,® and
identifies several features that are important to the pro-
gram’s success.

Inclusionary Zoning Helps Disperse
Concentrated Poverty

Although most inclusionary zoning programs tend to serve
small numbers of families, they do appear to successfully
target those most in need, low-income families. Six of the
eleven inclusionary zoning programs examined serve only

KEY FINDINGS

* Inclusionary zoning policies are effective in
expanding access to more economically diverse
neighborhoods.

Inclusionary zoning policies increase access to
better performing schools; families lived nearer
schools that ranked in the middle of their state
on math and English.

Nearly half the homes were assigned to low-pov-
erty schools.

Three-fourths of the homes were in low-poverty

neighborhoods.

The large majority of families living in inclu-

sionary zoning homes were homeowners, not
renters.

Inclusionary zoning is currently only a small
slice of the affordable housing pie.

households earning 80 percent or less of the area median
income (AMI).

Inclusionary zoning policies also appear to provide low-in-
come families access to more economically diverse places.
The large majority of the homes (three-fourths) were in
low-poverty neighborhoods—a much higher proportion
than the 8-34 percent of homes in low-poverty neighbor-

hoods accessed through other affordable housing programs.*



http://www.rand.org/pubs/technical_reports/TR1231.html
http://www.rand.org/pubs/technical_reports/TR1231.html

In fact, the typical home offered through an inclusionary
zoning program was in a census block where only 7 percent
of the households were in poverty in 2005 through 2009.
This compares with a 16 percent poverty rate in neighbor-
hoods in the same jurisdictions without any inclusionary
zoned homes.

Inclusionary Zoning Policies Increase
Access to Better Performing Schools

Most families moving into inclusionary zones moved nearer
to lower-poverty and better-performing schools. This again
differs from other housing programs. (See the brief in this
series by Ingrid Gould Ellen and coauthors.) Nearly half (44
percent) of the homes were assigned to low-poverty schools.
The elementary schools ranked in the 40""~60" bracket in
the state on math and English tests between 2006 and 2010.
In contrast, those schools in areas without an inclusionary
zoning policy were in the 20* to 40 ranking.

Prior research also finds that in Montgomery County, MD,
students whose families rented an affordable home in an
inclusionary zoning development and attended a low-pov-
erty elementary school did significantly better than their
peers in traditional public housing who attended a moder-
ate-poverty school. In addition, by the end of elementary
school, the large achievement gap between children living
in “set-aside” homes who attended low-poverty schools and
their non-poor classmates was cut by half for math and by
one-third for reading.

Despite the generally positive results, there are a few short-
comings of the inclusionary zoning approach. For exam-
ple, it tends not to serve the poorest of the poor. The large
majority of families living in inclusionary zoning homes
were homeowners, not renters. And, as is the case for afford-
able housing programs in the United States generally, the
demand well exceeds supply.

Policy Implications

Ultimately, inclusionary zoning has the potential to help
families in need and to provide their children access to
high-performing schools, which can have a lasting impact.
However, the program is currently only a small slice in the
affordable housing pie. At only 150,000 units built over sev-
eral decades, its scale pales in comparison to the approx-
imately 2 million households served by Housing Choice
Vouchers or the 1 million units built with Low-Income
Housing Tax Credits.

Getting the mix of incentives and the program parameters
right for each locality that implements it will be import-
ant to expanding its reach and securing the futures of more
low-income families and children. For example, without

continued affordability requirements and with little funding
for oversight, inclusionary homes may not remain afford-
able for long nor will they necessarily serve their intended
populations.

Inclusionary zoning has a tendency to serve homeowners
more than renters, largely because the program’s homes
must often match the tenure (rental or ownership) of the
market-rate homes in the locality, subdivision, or develop-
ments. Montgomery County offers an interesting model for
expanding the program to more renters. There, the public
housing authority can purchase up to one-third of inclu-
sionary zoning homes in a subdivision or development to
then rent to very low-income households.

Incentives could be strengthened for developers as well.
In Cambridge, MA, for example, even though developers
could earn a density bonus for a project with affordable
housing, the initial inclusionary zoning rule was voluntary
and spanned ten years, and not one home was built.

Another method of increasing the number of affordable
homes is to demand a certain number of homes be set aside
as a condition of permit approval. A “set-aside” is the per-
centage of total homes approved for development to be sold
or rented at affordable rates. The number of homes to be set
aside in the eleven localities in this study ranged from 4 per-
cent to 35 percent of total homes in a development. Other
incentives, such as allowing developers to build more square
feet than would otherwise be allowed, can also work so long
as the value of the incentives equals or exceeds the loss a
developer would incur on the "set-aside” homes.

The lasting effect of inclusionary zoning may depend on
whether the program is required to continue to sell or rent
the home at an affordable price after the initial tenant
moves out. The oldest inclusionary zoning development in
the United States has lost about 30 percent of its affordable
homes since inception.®

Many inclusionary zoning programs wane because of lack of
monitoring and funding to support it. Often the data trail
has faded, leaving no information on when the home was
built, tenure, or the most recent sales price, among other
things. There is also a pressing need for more information
on the populations served and how long they remain in
place.

Inclusionary zoning, while implemented on a small scale,
can help break up entrenched economic segregation by
providing options for lower-income families to live in high-
er-income neighborhoods, and as this study shows, nearer
to better performing schools. While the short-term effects
of access to better schools are encouraging, the longer-term
effects can be even more impressive as a second generation
gains the tools of upward mobility. B
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