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We have covered some rea-
sons for the dearth of afford-
able housing in this series,
including Byzantine zoning
regulations and a growing
income inequality that favors
more expensive single-family
dwellings over attached, multi-
unit complexes.  We have also
highlighted how municipali-
ties are able to exclude the less
wealthy from their neighbor-
hoods with overworked plan-
ning departments that are not
required to follow even their
own rules and regulations
regarding approval timelines
and allowable zoning densities.

The neighborhood rules, and so
the result can be a real estate
bubble that is so much in the
news.   
The current real estate bubble
has therefore become another
obstacle to affordable housing. 
When all is said and done, we
now have two countries.  One is
Flatland Country away from
coastal areas where land is
cheap and plentiful.  So when
demand for housing increases, it
is easy to build more houses.  In
the Flatland, a housing bubble
can’t even get started and hous-
ing prices are determined by the
cost of construction.
But in Coastal Country, a com-
bination of high population
density and land-use restrictions
makes it hard to build new
houses.  So an increase in
demand-say from a booming
economy and low interest rates-
causes buyers to bid up the
prices of both new and existing

homes.  “And if people think
that prices will continue to
rise,” says Paul Krugman in a
recent New York Times col-
umn, “they will become willing

to spend even more, driving
prices still higher, and so on.” 
Hence, a housing bubble with
its inflated values is born in
Coastal Country.

The differences are stark
between Flatland and Coastal
Country.  In Flatland cities
like Atlanta and Houston,
prices have risen 26 and 29
percent, respectively, from Q1
2000 to Q1 2005.  But in
Coastal cities like New York,
Miami and San Diego, prices
have risen 77, 96, and 118
percent, respectively, over
that time.
This brings us to the heart of
a housing bubble.  How can
people pay those Coastal pric-
es?  The Federal Reserve has
provided the lowest interest
rates in decades courtesy of
their easy credit policy.  Con-
sequently, Krugman main-
tains that it has given a huge
boost to our economy.  “On

Anisq’Oyo Park is to be the centerpiece for a renewed Isla
Vista downtown.

A Mixed-Use commercial/residential street has a beautiful look when properly landscaped.

The Isla Vista Master Plan must accommodate and service more than
its 20,000 residents.

Continued  on Page E-18


