
As housing supply continues to pose a challenge to affordability in our markets, local governments 

increasingly turn to proposals of inclusionary zoning in an effort to provide more housing opportunities 

at low cost. There are significant challenges presented by inclusionary zoning, namely that it is not a 

silver bullet to solve the affordability issue.  

Inclusionary zoning originated in the 1970s to generate affordable housing via private development: 

new development is required to dedicate a certain percentage of housing units to low or moderate 

income housing, supposedly defraying the effects of limited land availability or gentrification of older 

areas of housing stock. Inclusionary zoning regulations can be mandatory (codified percentages into 

UDOs) or voluntary (subsidies from local governments for compliance with suggested percentages). 

There are many arguments in favor of and in opposition to inclusionary zoning, and REALTORS® typically 

oppose these regulations if they are suggested, but let’s look at the pros and cons of this policy strategy.  

PROS: 
- Affordable units are often made 

indistinguishable from adjacent market 
rate housing, avoiding the stigma often 
attached to affordable housing. 

- Incentive-based inclusionary zoning can 
offset some of the developer’s per unit 
costs. 

- Integration of affordable housing within 
new development gives equal access to 
better schools, commercial centers, 
parks, and higher quality of life often 
found in newer neighborhoods.  

- When applied, in-lieu fees and equity 
recaptures provide local governments 
with revenue to purchase or build more 
affordable units or finance renter 
assistance programs.  

CONS: 
- Developers should not have to shoulder 

the burden of affordable housing 
creation alone.  

- Inclusionary zoning does not address the 
factors leading to the high cost of market 
rate housing (i.e. land costs, low density, 
development fees and exactions, cost of 
materials, etc.). 

- Deed restrictions and resale price 
controls restrict homeowners’ ability to 
realize a reasonable profit on the resale 
of their home.  

- Implementation cost of an inclusionary 
zoning ordinance is high. 

- In-lieu fees are an additional tax on 
developers and their clients.  

 

     

Ultimately, inclusionary zoning programs are not effective at producing very low-income units, nor do 

they have the “anti-exclusionary” effect where the beneficiaries are existing residents or middle to 

middle-upper income residents. In the search for solutions to housing affordability issues, we must look 

further than inclusionary zoning and get creative with how we lower overall costs to create new housing 

stock.     

Information for this article was sourced from NAR’s Growth Management Fact Book. For more 

information on inclusionary zoning, see NAR’s Growth Management Fact Book, pages 196-214.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                               

https://realtorparty.realtor/community-outreach/smart-growth/growth-management-fact-book.html

