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Median Multiple:

Median House Price

Divided by

Median Household Income
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Background:

Regulation & 

Housing Prices: 

Evidence

Lisbon

LAND USE REGULATION CATEGORIES

Prescriptive Land Use Regulation Markets(or ñprescriptive 

markets) are markets in which there are strong land use controls, 

which tend to prohibit development in major sectors in and 

surrounding urban areas, establish maximum limits on the 

number of houses that can be built or substantially increase the 

price of building. Prescriptivemarkets are also referred to as 

ñcompact developmentò or ñsmart growth.ò

Responsive Land Use Regulation Markets(or ñresponsive 

markets) are markets in which residential development is 

allowed to occur based upon consumer preferences and 

fundamental environmental regulation. Responsive markets can 

also be called traditional markets.
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House Price Escalation: The Big Problem
ECONOMICS: SCARCITY INCREASES PRICES

Paul Krugman, 

Princeton University

2008 Nobel Prize in Economics

Housing bubble 

where restricted land 

use, not where less 

restrictions

No bubble where 

more suburbanization

Land Rationing is the Issue
DESTROYS HOUSING AFFORDABILITY

Donald Brash, Governor, 

Reserve Bank of New Zealand

1988-2002

Introduction to

4th Annual Demographia International Housing Affordability Survey

... the affordability of housing 

is overwhelmingly a function 

of just one thing, the extent 

to which governments place 

artificial restrictions on the 

supply of residential land.


