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1. Executive Summary 
 
Today Affordable Housing (sometimes ‘Workforce Housing’) is a nationwide problem or 
‘issue’.  In this report we examine the nature of the problem, some proposed solutions 
and their recent history of success, and the complex of inter-related factors that influence 
any attempted solution at a local level.  First and foremost, Affordable Housing (AH) is a 
political notion and has no uniformly accepted definition that is useful for clarifying the 
components of the problem.  We distinguish AH from the larger category of ‘low-cost’ – 
to the consumer - housing which is determined by more objective and readily available 
market parameters.  In order to make sense of the overall low-cost housing issue it is im-
portant to understand the difference between these two definitions.  AH is the label given 
(and adopted in this report) to the various government sponsored and/or mandated pro-
grams intended to provide housing units to government qualified low wage earners which 
they can afford.  Such mandated housing units need not enjoy low development costs. 
 
As with any political issue, Affordable Housing is based on opinion and perspective. The 
facts suggest that the AH “crisis” is exaggerated.  In fact, the percentage of Americans 
that own a home is at an all time high. It is also a fact that Nevada County has one of the 
highest owner occupied rates within the state of California.  Whether such rates satisfy 
other social objectives variously held by special interest groups and NGOs is a matter of 
serious debate and central to understanding the AH problem.  
 
Taxpayers have already spent billions on the illusion that government can solve the af-
fordable housing problem. Government agencies and programs exist on the Federal, 
State, and local levels.  Extensive research has demonstrated that the Federal, State, and 
local governments have done more to hinder the availability of both AH and low-cost 
housing than have helped to increase the supply of either.  Government funded or de-
signed programs have not adequately addressed the AH issue. Thus, it would seem fool-
ish to expect government to solve the problem in the future. 
  
To increase the number of homeowners in any category, a community must make a deci-
sion to increase the supply of homes. It is illogical to expect the price of a desired good or 
service to decrease without increasing its supply.  The supply of housing nationwide has 
not kept pace with population growth.  Thus, prices have risen.  
  
In addition to allowing more supply to come on the market, local governments would 
best set and serve a goal of providing low-cost housing, including AH, by drastically re-
ducing the regulations and fees associated with building. The most overwhelming obsta-
cle of AH is government regulation.  
 
A community must make housing supply decisions based on the fact that an oversupply 
of low-cost homes will generate unwanted byproducts such as excessive traffic, higher 
incarceration rates, higher rates of violent crimes, higher rates of unemployment, a higher 
percentage of people receiving income assistance/food stamps, and higher taxes. 
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It is the responsibility of community leaders and citizens to mold community growth and 
housing policy in a manner which allows for increased supply without creating financial 
or societal burdens for the people who already make up the community.  The task of bal-
ancing supply with quality of life characteristics is the real challenge.  A community 
needs to debate whether it is acceptable to increase the commonly misunderstood supply 
of “affordable housing” at the expense of the community’s quality of life? 
 
The remainder of this report supports the above conclusions and prescriptions by present-
ing a review of the salient facts that characterize and frame the AH problem (Secs. 2 & 
3), summarizing the history of tried solutions (Secs 4&5), and concludes with a new way 
for the people of Nevada County to visualize and think about the entire low-cost housing 
issue (Sec 6).  We hope that the latter can be viewed as a tool to foster a change in the 
way the community can productively debate and advise our political leaders to make pol-
icy.  
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2. The Affordable Housing Issue 
 
The issue regarding affordable housing is based on opinion and perspective.  What is af-
fordable to one may not be affordable to another.  Thus, the term affordable housing 
needs explaining.  “According to [Federal and California] government definitions of af-
fordable housing, families should devote no more than 30% of their income to rent or 
mortgage and utilities”[1]. The County of Nevada definition is, “affordable housing is 
defined as housing which costs a person no more than 30% of their annual income.”  The 
Grass Valley Affordable Housing Application defines affordable housing as follows, “To 
qualify for ownership, the household income cannot exceed 80% of the area median in-
come; although some projects income limits cannot exceed 120% of the Area Median 
Income.” The following table includes definable income limits to affordable housing in 
Grass Valley based on household size (the number of inhabitants)[2].  
  

Household Size Low-Income Limit 

1 $35,600 

2 $40,700 

3 $45,800 

4 $50,900 

4 $54,950 

6 plus $59,000 

 
  
The goal of affordable housing task forces across the nation is to promote feasible hous-
ing for middle income families, commonly referred to as workforce housing.  The facts 
suggest that the affordable housing “crisis” is, in fact, exaggerated.  The following table 
shows the impressive gains in home ownership in the United States from 1965 to 2005.  
More Americans own a home in 2004/2005 than have ever owned a home in the past.  As 
the table below shows, 68.875% of Americans owned a home in 2005 as opposed to only 
63.025% in 1965.  
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Home Ownership Rates for the United States 
 

1965 1975 1985 1995 2005 

63.03% 64.6% 63.9% 64.75% 68.86% 

 
Source:  Current Population Survey/Housing Vacancy Survey, Series H-111  
Reports, Bureau of the Census, Washington, DC 20233. [3]. 
  
 
2.1  Home Ownership in Nevada County. 
 
“Nevada County has one of the highest owner-occupied rates in California” 
 ( Page 65, Nevada County Affordable Housing Task Force to the Board of Supervisors). 
  
The affordable housing definition does not segregate rentals from home ownership.  It is 
important to note the difference in affordability between rentals and home ownership in 
Nevada County. 
  
2.2 Renter Case Study for Nevada County. 
 
Two and Three bedroom apartments rent for between $776 and $894 each month, respec-
tively.  According to the Department of Housing and Urban Development “the generally 
accepted definition of affordability is for a household to pay no more than 30 percent of 
its annual income on housing.”[5].  Thus, in order to afford a two-bedroom apartment in 
Nevada County one must earn approximately $31,040 annual income ($35,760 annual 
income for a 3 bedroom apartment).  As of November 8, 2006 the County of Nevada it-
self had 31 job openings.  26 of the job openings paid salaries above $35,760 [6].   As-
suming only one wage earner in the household, 84% of the current job listings for the 
County of Nevada itself would support a renter.  
 
Nevada County Job Opening [November 8. 2006] 
 

Job Openings Affordable Salary Not Affordable Salary 

31 26 
For a 2-3 Bedroom Apartment 

5 
For a 2-3 Bedroom Apartment 

 
  
2.3 Homeowners Case Study for Nevada County. 
 
With the same definition of affordable housing, a salary of $35,760 would afford a 
$150,000 30-year fixed mortgage at 6%.  As of November 28, 2006 there were 42 listings 
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under $175,000 (assumes a $25,000 down payment), 41 of the listings were for mobile 
homes or manufactured homes.  It would take two wage earners to afford a traditional 
home in Nevada County.  According to the Nevada County Board of Realtors the median 
selling price of a home in the NCBOR service area (which does include counties other 
than Nevada County) was $450,000 from January 1, 2006 to November 28, 2006[7].  
With a 10% down payment and the same 6% 30-year mortgage rate, a homeowner would 
need to earn over $98,320 annually to afford the median valued home sold in the Nevada 
County Board of Realtors service area.   
  
 
3.0  Impact of Supply and Demand 
  
To understand the affordable housing issue one must have a good grasp of the relation-
ship between supply and demand.  The forces of supply and demand drive housing 
prices.  When a supply is low and demand high, prices will rise.  It is imperative to exam-
ine what forces have an effect on supply or demand. 
   
3.1 Demand 
 
Location. Location. Location.   The demand side is driven by two primary factors, quality 
of life and investment returns.  The more desirable a location to live or invest in, the more 
demand there is for the property. Thus, areas rich in character, commerce and scenery are 
more desirable than areas devoid of such characteristics. 
  
Demand is influenced by housing prices – the higher the prices the lower the demand and 
vice versa.  Increasing demand lowers the inventory of housing units which in turn in-
creases the prices of the shrinking inventory.  A report from the Nevada County Afford-
able Housing Task Force to the Board of Supervisors notes, “To provide adequate hous-
ing choices for residents, a community’s housing supply should keep pace with popula-
tion and employment growth”[4].  When the supply of housing does not keep up with the 
demand of housing, housing is scarce.  When there are 10 families looking for a home in 
an area with 5 homes for sale the price of the homes increases until only 5 of the families 
“demand” the home. Conversely, when there are 5 families in a market of 10 homes the 
price of the homes will decrease to attract the buyers. 
 
There are a maximum number of properties on Lake Tahoe.  This fact literally limits sup-
ply, but it also affects demand psychologically.  If demand remains high then with scar-
city prices rise.  Excessive supply or decreasing quality of life in the area will adversely 
affect demand.  Oversupply of homes will decrease the level of demand.  Worsening 
quality of life characteristics (excessive traffic, overcrowded schools, rising crime rates, 
etc) will make a geographical location less and less attractive to both home owners and 
investors.  The goal of affordable housing task forces around the country is to increase 
the supply of housing while maintaining the integrity of the entire community.  
   
The Little Hoover Commission stated, “…researchers have documented that California 
has adequate land to build homes for residents well into the future-not by building on 
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every inch of farmland and hillside, but by making thoughtful, inclusive and balanced 
growth decisions.”[8]. But sprawl concerns battle supply solutions. 
 
 
3.2 Supply 
 
The supply of new housing is primarily controlled via government regulations and public 
perception. “Because the only way to reduce the price of something is to produce more of 
it, it is logically incoherent to be both an advocate of affordable housing and an opponent 
of new construction”[9]. 
  
The supply side is driven by multiple factors. The most daunting challenge for supplying 
homes to meet the demands of lower income families is the imposed cost to the builders 
of the homes built. Land costs, labor costs and regulations are among the leading deter-
minants of a homes construction expense.   The most overwhelming obstacle of supply-
side affordable housing is government regulation. Each regulation adds expense to a 
developer/contractor which must be passed on to the consumer. Each regulation increases 
the asking price of a home. 
  
In a study completed by The Minnesota Office of Legislative Auditor six of the top nine 
leading “Factors That Limit Affordable Housing” related to government regulation. The 
Minnesota Office of legislative Auditor reviewed the housing literature and analyzed sur-
vey responses from 439 developers, builders, and housing organizations to identify and 
assess the key factors that may limit the production of low-cost and Affordable Housing. 
 
The six factors were:  
 a.      Local zoning and subdivision ordinances 
 b.      Other land use policies 
 c.      Development and construction fees 
 d.      Building code standards 
 e.      Taxes 
 f.      Other government policies and programs. [10] 
  
It is because of such problems that HUD stated “(California’s) housing production has 
not kept pace with the state’s housing needs.” [11].  California’s Little Hoover Commis-
sion summary of 8 May 2002 says, “California’s housing crisis is largely of its own mak-
ing - the escalating consequence of failed public polices that determine how communities 
grow… California has not built enough housing for more than a decade… California’s 
housing shortage is not just the unwanted byproduct of prosperity, but the mounting con-
sequence of failed policies.”[12].  
  
In Zonings Steep Price professors Edward Glaeser of Harvard and Joseph Gyourko of 
University of Pennsylvania state, “The bulk of the evidence that we have marshaled sug-
gests that zoning and other land-use controls are more responsible for high prices where 
we see them…Measures of zoning strictness are highly correlated with high 
prices…If policy advocates are interested in reducing housing costs, they would do well 
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to start with zoning reform…reducing the implied zoning tax on new construction could 
well have a massive impact on housing prices.”[13]. 
  
Again, regulation is the largest obstacle of affordable housing.  Local governments 
need to understand the strife that their regulation creates for both low-cost and Affordable 
Housing.  For example, “…data suggest that regulation, not density, has caused low lev-
els of new construction and high housing prices in Greater Boston. To help this claim, 
over the past two years the Pioneer Institute for Public Policy Research and Harvard’s 
Rappaport Institute for Greater Boston developed a unique new data set on land-use regu-
lation in 187 cities and towns in eastern Massachusetts. Working under the direction of 
Pioneer’s Amy Dain, researchers answered more than 100 questions about each commu-
nity’s land-use regulations by reviewing official documents and interviewing local offi-
cials, who were subsequently given the opportunity to review the data about their com-
munity. The most striking fact that emerges from the data is that developers face an 
incredibly heterogeneous set of local regulatory regimes.”[9]  Communities have at 
their disposal a number of other (in addition to lot-size) regulations that they can use to 
limit construction: 
 

1.  Growth caps and Phasing Schedules. Communities can use growth caps to limit the  
       number of new units that can be built during a given year… 
2. The prohibition of irregularly shaped lots. 
3. Wetland regulations. 
4. Septic-system regulations. 
5. Subdivision rules. 
6. Cluster provisions 
7. Inclusionary Zoning. “…if they include some housing units designated as af 

        fordable to low-income or moderate income households.” 
8. Age-restricted zoning.” page 6-8 [9] 

  
“It is proven that the lower level of permits issued for the supply of new housing has 
drastically affected the supply side of the housing equation. The reduction in permits 
caused by the regulations has had a significant effect on regional housing prices. Pub-
lished Estimates of Housing Demand Elasticities suggest that if the housing stock had 
instead increased by 27 percent, as it did from 1960-1975, housing prices would be 23-36 
percent lower. That is, the median house price, which is now $431,900, would have been 
as low as $276,100.”[14]. Regulation is the largest obstacle of affordable housing. The 
goals of such regulations range from public health and safety to anti-sprawl. 
    
Randal O’Toole and the Thoreau Institute evaluated the means at which Oregon battled 
“sprawl” as a result of increased housing supply.  In The Folly of Smart Growth, Randal 
O’Toole states, “Oregon’s experiences suggest “anti-sprawl” strategies worsen the prob-
lems they are intended to solve. “Throughout the United States, city and state govern-
ments are turning to ‘smart growth’ urban planning strategies to slow suburban ‘sprawl’. 
Spurred by concerns over traffic congestion, air pollution, and loss of open space, the 
plans are intended to improve urban livability.”  
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The strategies include purposeful efforts to increase urban population densities, boost 
mass transit ridership, and decrease auto driving. In order to achieve those goals, “smart 
growth” governments nationwide are implementing a degree of land-use regulation that is 
unprecedented in the United States prior to 1990. Unfortunately, as we will see from the 
experiences of the Portland area, such regulations can produce an even worse quality of 
life for residents. The policies’ real effects appear to be increases in traffic congestion, air 
pollution, consumer costs, taxes, and just about every other impediment to urban livabil-
ity.”[15]. Again, regulation is the largest obstacle of affordable housing.  
   
4. Impact of Bureaucracies 
  
The goal of affordable housing has created costly bureaucracies on the federal, state and local 
levels. 
    
4.1 Federal Bureaucracies 
 
To understand this bureaucracy, we now quote from The Department of Housing and Ur-
ban Development’s description page: “The expansion of the supply of affordable housing 
for low-income families is at the very core of HUD's mission. The Office of Community 
Planning and Development, the Office of Housing, and the Office of Public and Indian 
Housing all administer programs designed to increase the stock of housing affordable to 
low-income households. CPD's Office of Affordable Housing Programs (OAHP) admin-
isters three separate programs designed to address the nationwide shortage in affordable 
housing. The HOME Investment Partnerships, Self-Help Homeownership (SHOP), and 
Homeownership Zone programs bring federal resources directly to the state and local 
level for use in the development of affordable housing units, or to assist income-eligible 
households in purchasing, rehabilitating, or renting safe and decent housing.  This page is 
created to give you, the visitor, an overview of the laws, regulations and other policy in-
formation that governs how we run the various Affordable Housing programs. You will 
notice that laws are listed first, followed by the applicable regulations[16]. 
 
On the right you will see some helpful information that includes the Cross Cutting Fed-
eral Requirements. This is a brief collection of many of the other various laws and regula-
tions at the federal level that may impact the administration of any of the Affordable 
Housing programs. Next you will see Notices. These are interpretations of what is and is 
not permissible under the regulations. Waivers are very specific instances that usually 
impact the administration of a program in one or more jurisdictions. Finally, HOMEfires 
is a newsletter that we periodically publish to address a very specific question that our 
grantees or Field Office staff has been inquiring about.   Supply increases come at a cost.  
Density creates infrastructure needs in addition to more government resources from edu-
cators to assessors.” [16].  
 
  

http://www.hud.gov/offices/cpd/%22%20%5Ct%20%22_blank
http://www.hud.gov/offices/cpd/%22%20%5Ct%20%22_blank
http://www.hud.gov/offices/hsg/%22%20%5Ct%20%22_blank
http://www.hud.gov/offices/pih/%22%20%5Ct%20%22_blank
http://www.hud.gov/offices/pih/%22%20%5Ct%20%22_blank
http://www.hud.gov/offices/cpd/affordablehousing/lawsandregs/laws/%22%20%5Ct%20%22_blank
http://www.hud.gov/utilities/intercept.cfm?/offices/cpd/affordablehousing/lawsandregs/regs/finalrule.pdf%22%20%5Ct%20%22_blank
http://www.hud.gov/offices/cpd/affordablehousing/lawsandregs/fedreq/%22%20%5Ct%20%22_blank
http://www.hud.gov/offices/cpd/affordablehousing/lawsandregs/fedreq/%22%20%5Ct%20%22_blank
http://www.hud.gov/offices/cpd/affordablehousing/lawsandregs/notices/%22%20%5Ct%20%22_blank
http://www.hud.gov/offices/cpd/affordablehousing/lawsandregs/waivers/%22%20%5Ct%20%22_blank
http://www.hud.gov/offices/cpd/affordablehousing/library/homefires/%22%20%5Ct%20%22_blank
http://www.hud.gov/local/%22%20%5Ct%20%22_blank
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4.2  State Bureaucracies 
 
California’s Department of Housing and Community Development has its own red tape, as does 
each state’s local agency.  The majority of California’s regulations (and mandates to local gov-
ernment agencies) are in the form of General Plan requirements.  For a full list of mandates and 
requirements see Assembly Bill 2348, Senate Bill 491, Sections 65588, 65584, 65302, 65400, 
65589.5, 50093, and 65590 for starters. 
  
4.3  Local Bureaucracies 
 
The state of California also writes the majority of the building codes adopted by local 
governments.  Nevada County has adopted 2001 California Building Code (UBC 2001), 
2001 California Plumbing Code (UPC 2000), 2001 California Mechanical Code (UMC 
2000), 2004 California Electrical Code (NEC 2002), California Fire Code (USC 2000), 
California Energy Code (2005).   Such codes initiate the regulatory obstacles on the local 
levels.  In addition Nevada County requires contractors and property owners to adhere to 
the 17 chapters which make up the Nevada County Land Use and Development 
Code[17].  
 
 
5.  Nature of Government Sponsored Solutions 
  
American history is fraught with examples of government designed and funded solutions 
regarding low-cost housing.  Such bureaucracies have implemented strategies including 
but not limited to Housing “Projects”, Housing Vouchers and Down payment Assistance 
Programs.  Each strategy produces costs to the community involved. For an in depth re-
view of past and present government sponsored “solutions” see Howard Husock’s Amer-
ica’s Trillion-Dollar Housing Mistake, The Failure of American Housing Policy.   As 
Howard Husock and others document, the costs of government Affordable Housing “so-
lutions” are both financial and societal [18]. 
    
The federal government has earmarked billions of dollars to help Americans find afford-
able housing.  The largest program within the federal government’s office of Housing and 
Urban Development is the Housing Choice Voucher Program.  According to HUD’s 
2007 Budget Summary over 48% of the 2007 HUD budget is set aside for the Housing 
Choice Voucher program.  According to HUD the program provides approximately two 
million low-income families with subsidies that help them obtain (rent) a decent, safe, 
sanitary, and affordable home [19].  Families contribute a percentage of their adjusted 
gross income towards rent and utilities while the government pays the remainder” (HUD 
2007 Budget Summary, page 2).  Thus, approximately 50% of HUD’s $33,500,000,000 
(or 16 billion dollars) 2007 budget is destined to pay rent.  Less than 1% (literally 4 
tenths of a percent) of Housing Choice Voucher Program participants are expected 
to be supplemented enough by HUD in 2007 to purchase a home [19]. 
   
Local agency laws, regulations, guidelines used by government to create affordable housing have 
held up in court.  A 2001 court decision permits Napa, California to mandate a 10 percent ‘af-
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fordable requirement’ for new developments. In the case, Home Builders Association of North-
ern California (HBA) v. City of Napa, the First District Court of Appeals ruled that City law re-
quiring developers to dedicate a portion of their projects to Affordable Housing does not uncon-
stitutionally deprive the owners of their property. The ruling applies only to the City of Napa, but 
carries implications for cities around California.  
  
The City of Grass Valley, California has multiple programs in the design stages to hope-
fully achieve the goal of low-cost housing in the near future.  Workforce Housing Pro-
grams, Affordable Housing Rehabilitation, Purchase & Construction Programs are on the 
drawing boards for perspective Grass Valley homeowners.  The Housing Rehabilitation 
Program provides low income families the options of obtaining a fixed low interest rate 
loan for home improvements.  Second, the City of Grass Valley has designed a First 
Time Homebuyer Program.  Prospective homeowners that pass a low-income test will be 
offered up to $75,000 to help with the down payment and closing costs on a new home. 
 
The long term loan on such homes will not have interest or principal payments until 
which time the home sells.  The property owner will repay the loan upon the selling of 
the home, interest free [21].  
 
The Grass Valley Affordable Housing application applies the following restrictions to the prop-
erty rights of the purchaser: 
 
 1.   Housing Unit may not be sold for full value prior to 30 years of ownership 
 2.  The City has the right of first refusal on ALL sales. 
 3.  The property must be the only house belonging to the owner. 
 4.  The property may not be rented or leased to any individual or household. 
 5.  Additional debt secured by the property or refinancing existing debt on the property  
       must be approved in advance by the City. 
 6.   Subsequent sales of the property will be subject to affordability restrictions, requiring  
       the property to be sold at an affordable price to an income-eligible buyer. 
 7.  Future maximum affordable sales prices of the property will be determined by the City 
      and may be less than fair market value of the home. 
 8.  Ownership of the property may not be amended or transferred without prior approval  
      by the City. Subsequent owners of the property must be income-eligible, and transfers  
      must be made to an affordable sales price. [21] 
 
The question regarding such plans is the definition of property ownership.  Do you actu-
ally own a home if such restrictions apply?  According to the Merriam-Webster’s Dic-
tionary of Law, the definition of “Owner” is, “one with the right to exclusive use, control, 
or possession of property.”[24]. The solution of such programs provides a perverse defi-
nition of ownership.  Under such restrictions does the benefactor of the program have the 
exclusive right or control over the property?  Such programs are under legal fire due to 
the full ownership they imply and pseudo-ownership they actually deliver.  According to 
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the The Union’s 28 September 2006 article, participants in the Nevada City are suing the 
City of Nevada City regarding “ownerships” definition.  “Homeowners file lawsuit: Peo-
ple who participated in the Perseverence Mine Court project for affordable housing in 
Nevada City in the early 1990s built a cozy neighborhood with their own hands. Twelve 
years after the move in, some say the program that helped them become homeowners 
now traps them. They recently filed a lawsuit against Nevada City, charging they were 
not properly informed of the restrictions on selling their properties, which caps prices at 
less than half of current market values” [25]. The term “ownership” is applied fast and 
loose in government funded affordable housing programs. 
   
Grass Valley’s Workforce Housing Programs will encourage developers to design and build high 
density developments in order to offer homes at lower price tags.  This concept uses higher den-
sity housing with pooled infrastructure to achieve the Affordable Housing goal in Grass Valley.  
The Workforce Housing Program was designed to “create a regulatory environment in which 
these homes can be built” [21, I-2]. 
  
The financial burdens of such plans range from forgone tax collection to higher infra-
structure expenses.  In Nevada County for example, property taxes are assessed as a per-
centage of a homeowners accessed property value (1.13%).  The higher the assessed 
value of the home, the higher the tax revenue for the County.  Thus, Affordable Housing 
homes generate less income for the County on a per home basis and place the same load 
on the community’s infrastructure as do market priced homes. 
   
The logical supply side solution of higher density housing (more homes per acre of land, 
pooled infrastructure such as sewer systems, which profit from economies of scale) has 
shown promise for attaining Affordable Housing goals.  However, higher density housing 
puts burdens on existing infrastructure and county resources.  The financially crippled 
byproducts of high density housing range from more cars on the road to lower tax reve-
nues for the community coffers. For example, more homes generate more vehicle trips.   
Expenses range from road construction/maintenance to additional sheriff/police staff.  
Thus, Affordable Housing property owners pay less in taxes yet require the same if not 
more community resources. Also, the inhabitants of low income housing by definition 
earn lower incomes.  Lower income means less spending and investment in the local 
community. 
   
The financial burdens are only dwarfed by the societal problems caused by government 
sponsored Affordable Housing campaigns.  Affordable Housing solutions create income 
disparities between community members.  Communities with large disparities between 
incomes show increased social problems.  In 1996, Harvard and Berkeley published sepa-
rate studies that examined income inequality in all 50 states [22]. According to Bruce 
Kennedy, the lead researcher of the Harvard study, "The size of the gap between the 
wealthy and less well-off, as distinct from the absolute standard of living enjoyed by the 
poor, appears to be related to mortality." [23].   Both studies found that states with higher 
income inequality have all the following social problems [23]: 
  

1. Higher death rates for all age groups 
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2. Higher rates of homicide. 
3. Higher rates of violent crime.  
4. Higher costs per person for police protection. 
5.  Higher rates of incarceration. 
6.  Higher rates of unemployment. 
7.  A higher percentage of people receiving income assistance and food stamps. 
8. More high-school dropouts. 
9. Less state funds spent per person on education. 
10. Fewer books per person in the schools. 
11. Poorer educational performance, including worse reading skills, worse math 

skills. 
12. Higher infant mortality rates. 
13. Higher heart disease. 
14. Higher cancer rates. 
15. A greater percentage of people without medical insurance. 
16. A greater proportion of babies born with low birth weight. 
17. A greater proportion of the population unable to work because of disabilities. 
18. A higher proportion of the population using tobacco. 
19. A higher proportion of the population being sedentary (inactive). 
20. Higher costs per-person for medical care. 

 
A community must make housing supply decisions based on the fact that an oversupply 
of homes, especially low-cost homes, will generate unwanted byproducts such as exces-
sive traffic, higher incarceration rates, higher rates of violent crimes, higher rates of un-
employment, a higher percentage of people receiving income assistance/food stamps, and 
higher tax rates for those who pay taxes. 
  
It is the responsibility of community leaders and citizens to mold housing policy in a 
manner which allows for increased housing supply without creating financial or societal 
burdens to the community.  We must determine what provisions, if any, must the citizens 
of Nevada County make to attract low-income earners who need low-cost housing.  The 
task of balancing housing supply with the community’s quality of life is the real chal-
lenge.  Every community needs to undertake a reasoned debate as to what extent it is ac-
ceptable to increase the availability of low-cost housing, especially Affordable Housing, 
at the expense of the community’s quality of life.   
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6.  Bringing It Together - The Influence of Inter-related Factors 
 
In this section we introduce an easy to understand and effective way to take a comprehensive 
look at the politically defined Affordable Housing (AH) issue.  This approach examines how the 
major factors that influence the AH supply relate to one another.  In the field of systems analysis 
such complex problems are usually approached with the help of an influence factors diagram 
(IFD) that paints a graphic picture of the issue or area of interest.  AH supply and demand is 
clearly a complex of many inter-related factors and therefore can best be thought of as a complex 
system that brings together many inter-related effects.  IFDs are now routinely used in business 
and government to rapidly gain an understanding of the qualitative nature of complex problems 
encountered in management and public policy [26]1. 
 
Noting the uneven progress to date, without access to a more comprehensive picture, the public 
discussion of issues such as AH is difficult and unproductive. No one on the local level has yet 
defined a usable utility or objective measure for the desired level and availability of low cost 
housing.  Everyone approaches the problem with their personal undisclosed (and often hazy) 
concept of ‘common good’ as the launch platform for their emotional screeds.  Public gatherings 
thus become myopic debates that usually consist of different interest groups loudly focusing in 
only on their part of the problem and thereby talking past each other.  The material in this section 
is designed to illustrate how having an IFD available during such meetings will enable every one 
to consider the overall impact that their advocacy will have on any proposed solution.  This will 
become clear as we discuss the balancing and reinforcing feedback effects that always arise in 
solutions to realworld problems.  Figure 1 contains an IFD that relates the major factors affecting 
demand and supply of low-cost housing and AH along with their direct effects on each other.   
 
The construction and use of IFDs is covered elsewhere [27] in more detail.  For our use here only 
a couple of conventions need be kept in mind.  The +/- sign by the arrowhead of the line connect-
ing two factors indicates the direction of change in the influenced factor as the level/value of one 
of its influencing or causal factor changes.  A plus (+) sign means that an increase/decrease in the 
causal factor promotes an increase/decrease in the influenced or affected factor.  Or more simply, 
as the causal factor’s value zigs, the influenced factor wants to also zig or go in the same direc-
tion.    A minus (-) sign denotes the opposite effect: an increase/decrease in the causal factor in-
duces a decrease/increase in the influenced factor.  Again more simply, as the causal factor’s 
value zigs, the influenced factor now wants to zag or go in the opposite direction.  The actual 
change in any influenced factor is the net of the effects of all of its influencing factors (arrow-
heads pointing toward it).  Another way to think about the +/- signs is that they indicate the 
change in the influenced factor if only that one influencing factor changes and the other influenc-
ing factors remain unchanged.  Colloquially we are familiar with the use of the phrase ‘all other 
things being equal’ to isolate the effect of one thing on another.  
                                            
1 Sterman [26] brings a rigorous systems formalism to influence factors diagrams which have been 
around for years in various formats.  As such, these IFDs can now be viewed as process models of the 
real world.  When we add time delays and accumulation repositories to these IFDs, it is possible to actu-
ally write computer programs that can simulate and produce quantitative predictions of values for the indi-
vidual factors.  Sterman’s book comes with the obligatory software CD-ROM for developing such comput-
able IFDs.  When viewed as models, we should remember that an IFD can be drawn in more than one 
way.  The guiding principle is that the resulting IFD contains the factors and their relationships that cor-
rectly characterize and highlight the relevant issue(s). 
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The other important and useful attribute of an IFD is that it identifies the existence of critical 
feedback loops that are present in all realworld systems.  Understanding the existence and work-

7feb07(v21mar07)                      TR0702-1 Affordable Housing  16/23 
©2007 Sierra Environmental Studies Foundation.  All Rights Reserved 

 



____________________________Sierra Environmental Studies Foundation 

ing of these loops will often clarify why some unintended effects will result from a policy.  A 
loop is any set of factors that are connected by tail-to-head arrows in a way that returns one to 
the starting factor.  Feedback loops come in two flavors – balancing and reinforcing.  A balanc-
ing (B) loop tends to influence the levels or quantities that characterize the factors in the loop to 
stay within stable ranges.  It does this by providing what is called negative feedback.  On the 
other hand, a reinforcing (R) loop contains factors that contribute to destabilizing the lev-
els/quantities of the factors in the loop.  This is known a positive feedback.  In real social and 
engineering systems if a R loop dominates somewhere in the system, then one or more of its par-
ticipating factors are driven to their limiting or ‘breaking’ values.  A balancing or B loop is one 
that contains an odd number of minus (-) signs, all other loops are R loops. 
 
We now define the AH influence factors.  Their numbers are keyed to their numbers in Figure 1. 
 

F1. Regional Population.  The number of people who live within a reasonable commuting 
distance of the local area in question.  For Nevada County this might include Placer, Sacra-
mento, Yuba, and Sierra counties. 
F2. Reachable Out-area Jobs.  The number of jobs that are within acceptable commuting 
distances from the local area. 
F3. Inter-Area Commute Times.  The distribution of commute times between the local area 
and the neighboring areas in the region. 
F4. In-area Low Pay Jobs.  The number of such jobs available in the local area. 
F5. Area Housing Demand.  The general level of demand in the local area for housing of all 
types.  May be characterized by any of the usually cited real estate metrics. 
F6. Area Population.  The number of people living in the local area. 
F7. Ease of AH Qualification.  The legal and regulatory criteria for AH qualification that 
invites more rather than fewer people to apply for AH qualification. 
F8. Non-AH Occupancy.  The number of local area people living in housing other than des-
ignated affordable housing. 
F9. Low Cost Housing Demand.  The number of people seeking to buy low cost housing 
units in the local area.  
F10. AH Demand.  The number of people qualified and prepared to consume affordable 
housing in the local area.  May be characterized by any of the usually cited real estate met-
rics. 
F11. Low Cost Housing Prices.  The general distribution of prices in the local area for low 
cost (say, lowest quartile) houses. 
F12. Housing prices.  The general level of prices for all types of housing in the local area.  
May be characterized by any of the usually cited real estate metrics. 
F13. Total Housing Supply.  The general level of housing units of all types for sale/rent on 
the local area free and subsidized markets.  May be characterized by any of the usually cited 
real estate metrics. 
F14. Construction Labor Costs.  The costs of building housing units of all types in the local 
area.  May characterized by any of the usually cited real estate metrics. 
F15. Land Available for New Housing.  The number of appropriately zoned housing unit 
parcels currently available for building new free market housing units. 
F16. AH Ownership Rights.  The similarity of the legal ownership rights of AH consumers 
to the ownership rights of free-market housing consumers.  The maximum here would be for 
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the qualified AH unit to be disposed of with the same restrictions imposed on the disposition 
of a free-market housing unit. 
F17. Local Area Quality of Life (QoL). This factor captures the overall desirability or QoL 
of the local area as affected by the mix of available housing units at all price levels.  An 
added consideration here is the contribution of AH consumers to the quality of life of the 
neighborhood in which the AH units are located as they impact neighborhood esthetics and 
free-market housing prices. 
F18. Government Regulations & Ovcrsight.  The scope and depth of the comprehensive 
impact (cost, schedule, psychological, …) of all levels of government intervention that medi-
ate the development, consumption, and disposition of local area housing, especially AH. 
F19. Political Activism.  The scope and level of intensity of political activism that impacts 
the general local area development and growth.  This activism is not necessarily limited to 
any specific area, political orientation, or range of interests (e.g. environmental, NIMBY, 
…), but includes the various activities that have a stated common purpose of imposing their 
criteria defining the QoL in the local area and/or maintaining its perceived current level.  
Their effect of lobbying government invariably produces additional laws, ordnances, regula-
tions, and direct involvement. 
F20. Housing Costs.  The dollar cost levels to build a house in the local area. 
F21. AH Supply.  The number of AH units available for new AH consumers. 
F22. Low Cost Housing Occupancy.  The number of local area people actually living in 
low cost (as, say, defined in F11) housing units. 
 

We make special note of F17, the Quality of Life (QoL) factor, due to its central role in driving 
the debate on local social policy at all levels.  In 2007 Nevada County people of all political per-
suasions and economic status generally agree that too many people living here will diminish the 
area’s QoL.  ‘Too many’ is open to interpretation and another issue best covered in its own right.  
However, in the IFD the impact of more people is made explicit in that increased occupancy lev-
els in both low cost and non-AH housing will diminish the community’s QoL.  This belief arises 
from several plausible perceptions ranging from increased traffic/pollution and less open space 
through run down neighborhoods to increased crime.  Political activism is directly related to a 
community’s QoL.  The higher its level, the more people of all orientations come forward who 
are willing and able to muster the time and resources to organize and seek to maintain and even 
improve it.  The QoL in Nevada County is overwhelmingly perceived to be good.  This in turn 
gives rise to a high level of political activism (F19) in the community to which the elected bodies 
respond in the only way such bodies have always responded, by legislating more laws, ord-
nances, regulations, and the bureaucracies to implement them (F18).  
 
With these influence factors defined, we now examine some important feedback loops that im-
pact the availability and occupancy of affordable housing.  These numbered loops are illustrated 
in Figures 2 and 3 below – 

 
B1.  Low Pay Employment Loop.  This balancing loop involves F4, the number of locally 
available low pay jobs, in the supply and demand for AH.  It consists of the ordered factors 
F4, F9, F10, F22, F17, F19, F18 and shows that when local low-pay jobs become more avail-
able (primarily driven by outside factors F3 and F6), then F10, AH qualified demand, will 
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tend to increase, inviting more government intervention (F18) which in turn usually drives 
down the number of low pay jobs and completes the loop. 
 
The primary conclusion here is that increased government intervention is greatly influenced 
by increased political activism.  The primary result of this added intervention is that it inhib-
its the growth of low pay jobs by imposing on the employers such additional costs as mini-
mum wage, health benefits, insurance costs, etc.  This in turn has the compensatory effect of 
reducing low cost housing and, therefore, AH demand.   
 
B2.  Ownership Rights Loop.  This balancing loop consists of F16, F8, F18.  It illustrates 
the fact that government mandated restrictions on the ownership of an AH unit will nega-
tively influence people seeking to own or live in an AH unit – i.e. the fewer options people 
have to dispose of a property, the less attractive acquiring that property becomes.  Thus in-
creased government intervention feeds back a negative effect that reduces AH demand. 
 
B3.  Low Cost Housing Demand Loop.  This compound loop (actually two loops in one) 
demonstrates how increased area population naturally increases demand for low cost housing 
which increases overall housing prices and feeds back to inhibit area population growth.  The 
two reinforcing loops consist of F9, F12, F6, F5, and F9, F12, F6, F4. 
 
B4.  Low Cost Housing Occupancy Loop.  This loop shows how increased low cost hous-
ing occupancy, that is usually perceived to lower the QoL in the area, creates additional gov-
ernment mediation that actually inhibits or stabilizes the growth of low cost housing occu-
pancy.  The loop consists of F22, F17, F19, F18, F14, F20, F12, F11.  This balancing effect 
is usually difficult to discern because of the large number of interacting factors in the feed-
back loop.  
 
R1.  AH Demand Loop.  This reinforcing loop demonstrates how the continued increase in 
AH demand actually creates forces in a community to reinforce and further increase AH de-
mand independently from natural growth of area population and/or the available low pay 
jobs.  The large loop consists of F10, F11, F22, F17, F19, F18, F7 – note the two counter 
(minus sign) influences in the loop.  The loop again highlights how increased government 
mediation affects AH demand by expanding the population that can legally qualify for avail-
able AH units. 
 
R2.  Housing Prices Loop.  This reinforcing loop demonstrates the non-market sequence of 
factors that creates upward pressure on housing prices which, of course, also increases the 
price of low cost and AH housing.  The loop illustrates how land availability enters the pic-
ture motivating political activism that results in higher house prices which, in turn, motivates 
more landowners to demand that they can sell land for additional development.  The loop 
consists of F12, F15, F19, F18, F14, F20. 
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Figure 2.  Affordable Housing Balancing Loops 
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Figure 3.  Affordable Housing Reinforcing Loops 
 
 
Summary   
 
From looking at Figure 1 it is immediately clear that government plays the major role in affect-
ing the supply and demand of affordable housing.  However, the government’s impact on the so-
lution to the affordable housing problem is apparent only after we become familiar with the in-
teractions that are displayed in the IFD.  Especially important are the major feedback loops that 
include the critical and politically significant factors as shown above in Figures 2 to 3.  We must 
continue to keep in mind here that Affordable Housing is politically defined and differs from 
low-cost housing which is defined by the market.  From this analysis we conclude that the more 
loudly touted remedies don’t always have the desired effect that their proponents desire for hous-
ing lower income people.  But, perhaps, the most important take away is that it illustrates the 
complex reasons why so many different advocacy groups are dissatisfied with the current state of 
Affordable Housing in Nevada County.  And we hope that this analysis of the factors germane to 
the problem may motivate re-examination of our overall goals and point to solutions untried to 
provide housing at all levels to meet the needs of the county’s growing population.    
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