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Origins of IH in the U.S. in the 1970s 

 

1) growth management and concern for QOL legitimizes higher levels and 

new forms of "exactions;"  

2) housing cost crises at the same time that the Federal government 

practically eliminates affordable housing programs force lower levels of 

government to intervene and;  

3) exclusionary zoning practices and failure of efforts to foster socioeconomic 

integration point to the need for new approaches  

 

All these factors combine to give impetus to IH in the 1970s 



IH in Europe 

 A trend initiated only about 

twenty years ago 

Why? 

 
Counterintuitive  

 

We would expect more government 

intervention in Europe  



 Alan Mallach noted in his 1982 

Inclusionary Housing Programs: 

“…the specific approach characterized as an 

IH program is largely an American 

phenomenon…the inclusionary objectives 

of other countries are achieved through 

more direct public sector intervention in the 

financing and production of housing than in 

the United States” 



But Mallach was writing more 

than thirty years ago 

 

and the balance between the private 

and public sectors has shifted in 

the meantime 



Enter privatism and the 

retrenchment of the public sector 
 

 Cutbacks in social housing programs 

 Devolution 
 

As the private sector acquires new importance in Europe, 

localities and regions have turned to planning measures 

and programs that, as in the U.S., utilize the private 

housing market to produce affordable housing 

They have turned to various forms of Inclusionary Housing  



 

 

 

 

To analyze these new 

approaches in Europe 

(Italy, Spain, France, 

Great Britain, Ireland) 

and compare them 

with those in the U.S. 

and Canada, Alan 

Mallach I conducted a 

comparative research 

with the support of the  

Lincoln Institute of 

Land Policy 
 

 

 

 

 

      

  

 



Inclusionary Housing (IH), by linking 

affordable housing to the market place 

carries with it particularly significant 

implications for public policy 

 

      It lies at the intersection of a number of   

 critical issues affecting not only the  

 U.S. but the entire world 



• The provision of social housing 

 

 The fight against social and economic          

 segregation 

 

 The fostering of social inclusion, AND 

 

 The relationship between land value, 
development regulation, and the property 
rights regime 



The relationship between land value, development regulation, and the 

property rights regime 

Art. 47 of the Spanish Constitution:“…The 
community shall share in the increased values 
generated by the urban activities of public bodies.” 

 

“Increased values” 

 Betterment 

 Plusvalias 

 Plusvalore 

 

“Unearned increments in land values” 

 

 



“The relationship between land value, development regulation, and the 

property rights regime” 

 IH can be viewed as a land value recapture 

mechanism 

 

 The way in which this mechanism is 

utilized is the reflection of the planning 

culture and constitution/property rights 

regime in each country.   



Back to the US 
 

IH spread quickly to counties surrounding the 

Washington metropolitan area and to many 

localities in the State of California, areas with 

serious affordability problems; 

and to the state of New Jersey, as a result of 
court decisions that declared that zoning 
was being used to exclude (through large lot 
zoning) lower-income households and 
protect property values 



 The New Jersey Supreme 

Court declared that 

each municipality should provide 

their regional fair-share of 

affordable housing 

 



Smart Growth, New Interest in Urban 

Living 

Emphasis on densification, infill and redevelopment 

of already urbanized areas 

 

IH from the suburbs expands to the cities 

 

 



IH is being applied not only to new 

development, but also to existing 

buildings when  

Condo Conversions occur 

With condo conversions existing (many times 

affordable) rental apartments are converted into 

ownership (condominium) units  

 

Affordable housing is lost 

 

 

 



Emphasis on redevelopment, "infill" and 

densification can lead to gentrification 

  

In redevelopment areas IH can become an important 

mechanism to insure that at least a small percentage 

of the units remain affordable to low-income 

households  

   

Outcome: IH as a tool for fostering mixed-income 

communities in the suburbs acquires new importance 

in urban areas 

 

 



Characteristics of IH Programs 

IH programs share the following characteristics: 

  

 Inclusionary percentage or set-aside 
requirements  

 Income targets  

 Alternative compliance  

 Length of affordability 

 Incentives or cost-offsets 



Inclusionary percentage or set-

aside requirements  

 
 San Francisco  12 percent requirement 

 

 However….”developers who want to get in 

the building boom have quickly realized 

that it is not enough--neighborhood groups 

and politicians won’t stand for such a small 

contribution. Developer voluntarily, 

increased their contribution to 25 percent… 

(SF Chronicle November 5th, 2015) 



What level of integration? 

“Pepperpotting”? 

   Montgomery County, Maryland 

 

The building on the left contains four IH units 



          Fairfax County, Virginia 

 

The building on the left contains four IH units 



La Costa Paloma, Carlsbad 

California  

 



Where are 

we now? 



More than 500 programs 

 65 % in California and New Jersey 

 

 Most large cities have it (Portland, LA: NOT) 

 

 Oakland -  Jerry Brown’s legacy 

 

 IH numbers? 150.000 IH vs 2.5 million 

LIHTC units 

 

 



 In the US, where the “right to develop” is far 

more central to the concept of property rights 

than is the case in most European countries, 

IH is often justified by compensating 

developers for the additional costs of 

providing IH 

 

 Public costs 

 

But there is great potential if…. 

 

 

 



Incentives and cost-offsets displace costs 

onto the public, either directly or indirectly 

 

 Financial incentives 

 Fee waivers, reductions or 

deferrals 

 Fast-tract permit 

approvals 

 Density bonuses 

  



Density bonuses 

When superimposed on existing planning 
framework, they raise three major areas of 
concern: 

1)They undermine the planning process and 
existing regulations 

2)They may lower the level of service of public 
facilities and infrastructure 

3)They frustrate citizen participation in the 
planning process 

 



 Alternative: IH as a land value recapture 

mechanism through rezonings or land use 

changes, taking into account that planning is a 

dynamic process 

 Now IH is superimposed on an existing 

framework  

 Cost-offsets and incentives implicitly assume a 

static view of urban planning 

 

 

 





It seems then that there are two 

different choices in dealing with 

the costs of IH 

 IH with cost-offsets and incentives 

   (the public pays) 

 

 IH as a land value recapture mechanism when 
applied  at the time of rezonings 

   (the landowner pays) 

 



 



 


