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Executive Summary

America is facing a housing affordability crisis. According to a 2022 survey, 73% of Americans 
said the average person could not afford a home in their area, and 69% were worried about 
their children and grandchildren being able to afford a home. That’s unfair. Everyone de-
serves a good roof over their heads. 

Housing affordability problems are pronounced in Illinois, where nearly one-third of all Il-
linois households pay at least 30% of their income for housing, making them “housing bur-
dened.” That’s the highest rate in the Midwest.

Taxes are an obvious driver of high housing costs in Illinois. The state has the second-highest 
effective property tax rate in the nation at 2.08%, behind only New Jersey at 2.23%. All Illinois-
ans suffer under this massive financial burden. 

An unseen driver of housing costs in Illinois is restrictive regulatory policy that makes it 
harder to build housing. Government regulations account nationally for $93,870, or 23.8% 
of the national average sales price ($394,300) of a new single-family home in 2021. With an 
April 2024 monthly median home price of $292,000 in Illinois, applying the same percentag-
es would mean $69,496 of that cost came from government regulations. With a record-high 
monthly median home price of $370,000 in Chicago, $88,060 of that cost would have come 
from government regulations.
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Zoning regulations that dictate how land can and cannot be used are a major culprit. And in 
addition to added costs, they keep prices high by restricting the supply of housing. Illinois’ 
land use policy is the second-most restrictive in the Midwest, behind only Minnesota. One 
consequence is Illinois has produced 113,000 fewer units than it might have.

Across America, there is a growing realization among policymakers that restrictive land use 
laws make it too difficult to build homes. It’s Econ 101: When it’s harder to produce anything, 
including housing, you get less of it. 

That’s why so many states and local governments have embraced a simple, proven princi-
ple: The key to achieving housing affordability is to increase housing supply. Austin, Denver, 
Houston, Jacksonville, Minneapolis, Portland, Seattle and St. Paul have all implemented pos-
itive reforms in recent years. So have Arizona, California, Colorado, Florida, Maine, Montana, 
Oregon, Rhode Island, Tennessee, Texas, Utah, Vermont, Virginia, Washington and Wisconsin. 
Zoning reforms have momentum. 

Illinois faces a choice: Will it join these places and embrace local reforms to make housing 
more affordable? Or will we watch more friends, family and community members leave Illi-
nois for more affordable states? 

The best way to make Illinois housing more affordable is to craft a housing abundance agen-
da. It should ensure plentiful, varied housing types to meet the needs of Illinoisans of many 
income levels and locations. People deserve choices. Those start with local governments 
removing barriers so housing affordability increases by increasing supply.

The top recommendations from the report include: 

1.	 Reducing the restrictions on the number of housing units in areas zoned for 
residential use by adopting by-right zoning and broadly legalizing multi-family 
housing, upzoning existing low-and-medium density residential areas and legalizing 
accessory dwelling units; 

2.	 Increasing residential land use by expanding areas zoned for residential use, legalizing 
mixed-use housing and reducing barriers to converting commercial zones to 
residential use; 

3.	 Reducing restrictions on new construction by streamlining permit approval, relaxing 
lot minimum and maximum requirements, reducing parking minimums and reducing 
aesthetic restrictions on new construction.

Since local leaders generally control their zoning and land use policies and know the needs of 
their communities, housing reform will be most durable when adopted at by Illinois munici-
palities rather than Springfield imposing a one-size-fits-all policy. 
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Introduction

Our neighbors deserve proper shelter, which is something people across the political spec-
trum agree on. Housing needs to be affordable, especially if you’re low-income or below the 
poverty line. Otherwise, housing becomes a burden creating economic harms such as con-
strained growth and social problems, including displacement.1

According to the Cato Institute’s 2022 Housing Affordability National Survey,2 73% of Amer-
icans said the average person could not afford a home in their area. There were 69% worried 
about their children and grandchildren being able to afford a home.

The U.S. Department of Housing and Urban Development defines housing as affordable 
when it costs no more than 30% of household income, whether you own or rent.3 Above that 
threshold, a household is considered “burdened” by housing costs. When costs exceed 50% of 
income, a household is considered “severely” burdened. 

Nearly one-third of all Illinois households pay at least 30% of their income for housing, 
including 53.9% of renters and 23.08% of homeowners. Almost one-in-six are “severely” cost 
burdened, including 26.15% of renters and 10% of homeowners.4 Housing affordability is a big 
problem in Illinois, more so than in any other Midwestern state.

The problem is particularly pronounced among Illinois’ poor. Over 81% of low-income Illinois 
households are “housing burdened.” Over 56% are “severely housing burdened.” That’s unfair.

The housing situation is even worse in Chicago, where 42.68% of households are burdened 
and 22.64% are severely burdened, behind only Detroit and Milwaukee among large Midwest-
ern cities. Almost 90% of low-income Chicago households are burdened by housing costs and 
two-thirds are severely burdened. In a December 2022 poll, 78% of Chicagoans agreed the 
city lacks sufficient affordable housing.5 

What’s driving high housing costs in Illinois? The obvious answer is taxes. Every Illinoisan 
suffers under the state’s crushing tax burden. An analysis in 2023 by the Tax Foundation 
showed Illinoisans pay the second-highest effective property tax rate in the nation at 2.08%, 
behind only New Jersey at 2.23%.6 The median effective property tax rate across all U.S. 
states is 0.91% (Florida), and the average is 1.04%. Hawaii’s is lowest at 0.32%, more than 6.5 
times lower than Illinois’ rate.7 Illinois’ tax burden is disproportionately high and makes the 
state uncompetitive.
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It explains why 97% of the 115,719 Illinoisans who left the state in 2022 went to states with 
lower taxes.8 Polling data in 2023 confirmed high taxes were the top reason people left Illi-
nois.9 High taxes drive housing costs up and drive people away from Illinois. That harms our 
communities. 

There is another, largely unseen reason for housing unaffordability in Illinois: regulations 
stifling homebuilding. The National Association of Home Builders estimates, “Regulations 
imposed by all levels of government account for $93,870, or 23.8% of the [2021 nation-wide] 
average sales price ($394,300) of a new single-family home.”10 The monthly median home 
price in Illinois for the month of April 2024 was $292,000.11 Using a rate of 23.8%%, $69,496 
of that cost would come from government regulations. The April 2024 monthly median sales 
price for a home in Chicago was $370,000 (a record high) $88,060 of that cost would come 
from government regulations.12

Regulations account for an even larger share of multi-family housing prices. Other research 
from the home builders shows, “An average of 40.6% of total development costs can now be 
attributed to complying with regulations imposed by all levels of government.”13 

Illinois’ state regulatory code contains more than 282,000 instances of restrictive language. 
That’s more than 44 states and Washington, D.C.14 So many restrictions make it hard for indi-
viduals and businesses to grow and succeed. That hurts everyone. 

Many local regulations restrict Illinoisans’ freedom of choice, especially regarding housing. 
Regulations such as zoning laws and land use restrictions make housing unnecessarily ex-
pensive in Illinois. Illinois is the second-most restrictive state in the Midwest when it comes to 
land use.15 These regulations and restrictions are primarily implemented at the local level.

When it’s harder to produce anything, including housing, we get less of it. That’s exactly 
what has happened in Illinois. Based on residents’ needs, Illinois’ underproduction of hous-
ing stands at 113,000 units, ninth highest in the nation, according to a 2023 report by Up for 
Growth.16 Illinois’ population of 12.5 million is the sixth-largest in the nation, so the magnitude 
of the housing unaffordability crisis is larger than in similarly regulated states.

Housing affordability is a bigger problem in densely populated urban areas because there’s 
more demand for housing, and less land on which to build. That’s why the problem is worse in 
the Chicago metropolitan area than in other parts of the state. 

The recognition that restrictions are suffocating housing construction motivated Chicago 
Mayor Brandon Johnson to release his administration’s “Cut the Tape” report in April 2024. 
It recommends eliminating regulations that make it harder to build housing. The report is 
examined below.
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The key to achieving housing affordability in Illinois is to increase housing supply. This needs 
to be the guiding principle behind all housing policy reforms. As supply increases, prices 
decrease. Increasing housing supply is the only equitable way to encourage sustainable af-
fordability and to encourage growth. For example, Austin, Texas, has recently been building 
housing at a rate far above the national average. It saw a better-than-average decrease in rent 
and house prices.17 In May 2024, the city boosted its commitment to housing affordability by 
passing local ordinances to allow single-family homes to be built on smaller lots.18

Our goal needs to be housing abundance, with plentiful housing of different types that meet 
the diverse needs of Illinoisans of any socioeconomic status. People deserve choices.

We will only achieve housing affordability, and eventually housing abundance, by removing 
barriers to building more homes. If it’s too hard for developers to build, they won’t. The mas-
sive underproduction of housing in Illinois shows they aren’t.  

This core principle of housing affordability is accepted across the political spectrum. From 
left-of-center think tanks such as the Progressive Policy Institute, the Brookings Institu-
tion, and the Urban Institute, to the centrist Bipartisan Policy Center, to the market-oriented 
American Enterprise Institute and Cato Institute, and across the Trump and Biden adminis-
trations, there is agreement housing affordability is a serious problem in America, and zoning 
reform is a highly impactful way to address it. 

This report will examine the state of Illinois’ housing regulatory regime. It concludes one 
proven way to make housing more affordable in Illinois and across America is for munici-
palities to adopt less-restrictive regulations regarding the construction of housing and land 
use. The most promising reform is to relax zoning regulations. The best approach to zoning is 
what’s called “by-right” zoning, which means if someone meets requirements for using prop-
erty, it needs to be approved. As soon as you have unnecessary hurdles such as hearings, there 
will be significantly less housing. 

We will see there is tremendous momentum across America for zoning reform, with many 
localities and states passing reforms in the past few years. Illinois needs to join them. 

Zoning reforms are most effective when they proceed at the local level. First, it is necessary 
from a legal standpoint because municipalities generally control their zoning and land use 
policies. They’re in the best position to understand their communities. Second, it’s a political 
and practical necessity. If reforms are forced upon local communities by state government, 
they will not have bought into those reforms and are much more likely to resist them. This 
will make implementation slow at best, and unworkable at worst. That has happened in Cal-
ifornia, where communities have resisted statewide reforms, and elsewhere. If these reforms 
instead are voluntary, they’ll be more readily implemented. Third, local elected leaders have 
strong incentives to undertake these reforms. 
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As we will explore in detail, policy reforms can make housing markets more dynamic, afford-
able, and attractive for current and prospective residents and businesses. In making their re-
gions more competitive, local leaders can keep current residents and businesses, and attract 
new ones. That benefits everyone. Finally, local leaders have better awareness of homeowner 
preferences. They are best able to navigate local dynamics to enable more people to live com-
fortably while also being sensitive to community culture. 

In what follows, we offer background on what zoning regulations and land use regulations 
are. We consider the economic impacts of zoning restrictions. We examine the state of these 
regulations in Illinois and compare Illinois to other Midwestern states. We then look at recent 
reforms enacted at the state and local levels across America. We conclude by considering 
policy reforms Illinois municipalities can implement to make housing in their regions more 
affordable for residents, and more attractive for businesses and builders. 

Top recommendations for local governments for removing barriers to making housing af-
fordable are: 

1.	 Reducing the restrictions on the number of housing units in areas zoned for 
residential use by adopting by-right zoning and broadly legalizing multi-family 
housing, upzoning existing low-and-medium density residential areas and legalizing 
accessory dwelling units. 

2.	 Increase residential land use by expanding areas zoned for residential use, legalizing 
mixed-use housing and reducing barriers to converting commercial zones to 
residential use.

3.	 Reduce restrictions on new construction by streamlining permit approval, relaxing lot 
minimum and maximum requirements, reducing parking minimums and reducing 
aesthetic restrictions on new construction.

By adopting these measures as they fit the needs of local communities, Illinois municipalities 
can implement lasting housing reform without being saddled with a one-size-fits-all policy 
imposed by Springfield.
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The scope of Illinois’ unaffordable 

housing crisis

Housing affordability is a big problem in Illinois. Overall, almost one-third (32.26%) of Illinois 
households pay at least 30% of their income for housing. And nearly one-in-six (15.54%) 
households pay more than 50%, making them “severely burdened.”19

 

The problem is particularly pronounced among Illinois’ poor. Of low-income Illinois house-
holds, which make $35,000 or less, 81.49% are housing burdened and 56.67% are severely 
housing burdened.20 That prevents these households from addressing other needs properly.

When compared to other Midwestern states, Illinois has the highest percentage of burdened 
low-income households at 81.49%, and severely burdened at 56.67%. South Dakota has the 
lowest portion at 66.83%, and 40.50% severely burdened. If Illinois were even middle-of-the-
pack at 75.12% housing burdened, there would be 66,549 fewer low-income Illinois house-
holds burdened. If it were middle-of-the-pack among those severely cost burdened, there 
would be 47.22% severely burdened, which would amount to 98,764 fewer households.
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Illinois renters face acute housing affordability problems. Research from the National Low 
Income Housing Coalition shows 451,737 renter households in Illinois are extremely low in-
come. There is a shortage of 289,419 homes for extremely low-income renters.21 

The median household income in Illinois is $76,708,22 second among Midwestern states 
after Minnesota’s $82,338.23  The apartment rental rates are the highest in Illinois at $1,377 
per month. Rental rates for all properties are by far the highest at $1,799 in Illinois, which is 
$300 more than second-place Minnesota. Average home prices are middle-of-the-pack at 
$282,000. Percent growth of housing cost since 2019 in the rental market is middle-of-the-
pack while at the lower end for housing prices, which could partially be from outmigration.24

The housing situation is even worse in Chicago, where 42.68% of households, or over 450,000 
total, are burdened by housing. That percentage is behind only Detroit and Milwaukee among 
when compared to large Midwestern cities with more than 400,000 people, the most relevant 
comparison for Chicago.
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Over 200,000 Chicago households are severely burdened by housing. Chicago’s 22.64% is 
behind only Detroit’s 22.92%, and significantly above Minneapolis’ 18.57%, again compared to 
Midwestern cities over 400,000 people.

Among low-income households, 88.66% (262,567) of Chicagoans are burdened by housing 
costs, and 66.24% (196,170) are severely burdened by those costs. Rent burden is among the 
highest, tied for third-most with Detroit at 89.71%. Severe rent burden is the highest among 
the 10 largest Midwestern cities. 

The median Chicago household income is second among Midwestern cities, sitting at $70,386 
behind Minneapolis’ $74,473.25 Most recent apartment rates are highest in Chicago at $1,656, 
which is much higher than second-place Minneapolis at $1,394. Rent for all property is also 
much higher for Chicago at $1,950. The second- and third-ranked cities, Minneapolis and 
Columbus, Ohio, are behind at around $1,500.26 House prices are also highest in Chicago at an 
average of $364,000, about $34,000 more than second-place Minneapolis. Percent growth in 
cost from five years earlier is at the lower end for both the rental and housing markets, with 
only Minneapolis being lower in the housing market and the only city that’s lost value in the 
rental market.27
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A 2020 report from the Chicago Department of Housing found the city has an “affordable 
housing gap” of “nearly 120,000 homes.”28 The National Low Income Housing Coalition 
states 338,626 renter households in the Chicago Metropolitan Statistical Area are extremely 
low income, defined as 0-30% of area median income. There is a shortage of 239,240 rent-
al homes that are affordable and available to extremely low-income renters.29 While these 
renters do have shelter, it leaves them burdened or severely burdened by housing costs. 
The Institute for Housing Studies at DePaul University found 47.4% of Chicago renters are 
cost-burdened by housing.30

Research from the Federal Reserve Bank of Atlanta showed Cook County is well above the 
“housing burdened” threshold as of February 2024. For people who want to buy a home,  
the annual total payment as a share of median income stands at 36.4%. Things are getting 
worse for Chicagoans, as housing affordability has declined notably since spring 2022 
across the Chicago metro area, in part because of higher interest rates. The Chicago area 
now has an affordability score of 82.5 as of December 2023, with scores of 100 or above  
considered affordable.31

A major culprit behind the housing affordability crisis in Illinois is underproduction. In a 
recent research report, Up for Growth estimated Illinois’ housing underproduction in 2021 
at 113,000 units.32 Up for Growth “calculates underproduction as the difference between total 
housing need and total housing availability” and it “occurs when communities fall short of 
meeting housing needs.”33
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Illinois has only approved a little over 269,000 units from 2009-2023, including only 57,070 
since 2021. Since 2009, the state would have needed to increase housing production by 42% to 
close the underproduction gap of 113,000 units.  

Most new housing units – 217,618 of the 269,000, or a little under 81% of the total – were ap-
proved in the Chicago-Naperville-Elgin Metropolitan Statistical Area.34

A major factor of constrained housing supply in Illinois is zoning.
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Zoning and land-use regulations: 
background

Zoning and land-use laws regulate how property can be used in a particular place. These 
regulations govern factors such as the number of dwellings that can exist in one building (sin-
gle-family or multi-family, e.g. townhouses, duplexes, or apartment buildings), the minimum 
and maximum lot size, the minimum amount of parking space per lot and restrictions based 
on aesthetic concerns, among many other possible considerations. The regulations are usual-
ly imposed at the local level.

Zoning regulations are grounded in the notion the local community is best positioned to plan 
what types of construction are appropriate for a given area. In residential areas, this often 
manifests itself in a preference for single-family homes over multi-family housing. In many 
places it is illegal to build multi-family housing units. Many people in the suburbs, exurbs 
and rural environments like it this way. According to the Cato Institute’s 2022 survey, 89% of 
Americans would prefer to live in a single-family home.35 This preference poses significant 
barriers to our main principle, which is the key to achieving housing affordability is to in-
crease housing supply. The problems grow with population density.

There are many ways the government regulates how land can be used. Examples include min-
imum lot size requirements, density limits, building heights, prohibitions against mixed-use 
developments (e.g. disallowing apartments in commercial zones) and parking requirements. 

Numerous other government regulations impact housing construction. They include permit 
approval time, the costs of fees and studies required before building, idiosyncratic aesthet-
ic standards such as unusual setback requirements, architectural design requirements, and 
labor and safety requirements during building.36 

As stated above, approval of new housing units in Illinois is on the decline. Illinois is also 
trailing the rest of the country when it comes to new housing units relative to its population. 
Twenty states with lower populations than Illinois approved more new housing units in 2023. 
Illinois approved the third-fewest new housing units per capita in the country and the fewest 
per capita in the Midwest.
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Permit approval is largely determined at the local level.

The approval process in Chicago has a history of being particularly burdensome. A 2010 
report by the Institute for Justice described the process: “The line to receive approval of a per-
mit application from the zoning department forms around 6 a.m. each day. A business owner 
who arrives at City Hall midday is too late.”37 According to a Harvard Kennedy School of Busi-
ness study around the same time, approximately 17% of zoning licenses were not being pro-
cessed and sent back because of insufficient information, and over 1,300 buildings required 
more than three different inspections each year.38 That’s a recipe for less housing. 

In 2019, Chicago Alderman Andre Vasquez, 40th Ward, described the burdens of trying to get 
a permit in the city: “What I’ve discovered is that many parts of the city’s regulatory processes 
are mired in paper-only applications, in-person meetings at downtown offices (during work 
hours, on weekdays), and subsections of city departments with no publicly listed director or 
other staff contact that a constituent could reach out to with questions,” he said.39 Such a pro-
cess is cumbersome at best, and at worst unmanageable for many people.

Chicago has implemented some reforms to address these problems. In 2008, the city es-
tablished a self-certification program.40 Self-certification in Chicago allows for a certified 
architect or structural engineer who has completed self-certification training via the Depart-
ment of Buildings to vouch and take responsibility for the project’s compliance with the city’s 
building codes. Before then, experienced professional architects and engineers had to wait 
on city workers to certify the proposed building project was up to code before construction 
could begin. 

In 2023, Chicago introduced an express permit program that replaced the previous pa-
per-based application process with an online-based platform for applying for and monitoring 
the status of building permits. It is too early to assess the full results of the new program.41

Although the process has improved, Chicago’s standard permitting process is still neither 
quick nor simple. Most building projects also require approval from the Zoning Ordinance 
Administration, in addition to approval from the city Buildings Department. Whenever some-
one wants to change the height or use of a space, they must apply for a zoning exception or 
variance, adding time to the approval process.42

Minimum fees for building permits make housing even more expensive. The minimum price 
for any permit is $302. The minimum fee for new residential construction is $3,450.43 The 
highest absolute minimum building permit fee in New York City is $290 per structure,44 and 
in Houston the minimum building fee for the median-sized home of around 2,000 square feet 
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would be a little over $1,500.45  Although these fees might seem small when house construc-
tion is hundreds of thousands of dollars, they still compound housing affordability problems 
by adding another barrier to development. They increase costs for developers and, in turn, 
buyers and renters.

While the city’s self-certification process allows for a permit to be issued within 10 business 
days,46 the reality is it takes much longer. As of May 24, 2024, the city website stated a total 
time for plan-based building permits was 87 days – 37 days processing and 50 days with the 
applicant.47 According to the Chicago Cityscape research service, as of May 24, 2024, during 
the previous 180 days, the average time from application to issuance of a permit was 111.8 
days.48 That’s a huge barrier for prospective developers. The city even points prospective 
applicants to a list of third-party “expediters” who are presumably familiar with all the re-
quirements.49 Applicants can pay these expediters to hopefully speed up the process to have 
a building permit approved. That’s an opening for corruption. It also adds yet another cost to 
housing projects. Research indicates in New York City, an expediter can cost up to $250 per 
hour.50 The double-digit number of expediters found in Chicago do not list their fees online.

Perhaps unique to Chicago, the alderman of a particular ward is traditionally given what 
is known as “aldermanic prerogative,” which is essentially an informal veto over proposed 
projects in his or her ward. The way this privilege has been exercised historically has led the 
Department of Housing and Urban Development to investigate the city for civil rights viola-
tions because of limits it placed on affordable housing projects in Chicago.51

The entire Chicago-Naperville-Elgin Metropolitan Statistical Area authorized a little over 
15,000 new private housing units in 2023.52 The Houston metro area approved the most new 
units – over 68,700, despite having 1.75 million fewer residents than the Chicago area. Even 
the North Port, Florida, metro, which has less than one-tenth the population of the Chicago 
area, approved 900 more new housing units than the Chicago metro.53
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It’s tempting to blame the discrepancy on the 16,000 people the Chicago area lost to outmi-
gration between 2022 and 2023, depressing the demand for new housing for Chicago, com-
pared to the almost 140,000 people Houston gained, increasing the demand for housing in 
Houston.54 Despite losing over 70,000 people to outmigration during the same period – more 
than four times as many as Chicago55 – the Los Angeles-Long Beach-Anaheim metro area 
managed to issue over double the number of new housing permits than the Chicago area did 
in 2023. Similarly, the New York metro area lost over 65,000 people and authorized over 
63,000 units of new housing in 2023.56 If anything, to the extent that people move because of 
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the cost of housing, areas losing population need to approve more permits to make housing 
more affordable and stem population loss. 

Even areas with declining populations need to continue to build new housing. One reason is 
there’s a loss of a certain percentage of housing each year as buildings age, deteriorate and 
eventually are uninhabitable. We need construction even if the population is declining. Anoth-
er is markets change with consumer preference, housing trends and incomes. Without new 
supply, these forces can greatly distort the housing and rental markets, driving up prices. 

The Chicago area compares unfavorably to other large metro areas when it comes to the 
number of permits approved relative to its population. Of the top 10 most populous metropol-
itan statistical areas, the Chicago area ranked dead last in 2023 at 162 new units approved per 
100,000 residents. By contrast, Houston came in first with 915 new units per 100,000 – more 
than 4.5 times as many. Phoenix came in a close second with 900 units. The New York metro 
area approved 323 permits per 100,000, nearly double the Chicago metro area. Chicago’s pol-
icies are dragging down the number of new housing units approved when compared to other 
major metro areas.
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These are the measurable harms.

The unseen harms of Chicago’s process include many developers simply deciding to not build 
in the city because they know the many layers of regulation will make it too difficult to get 
projects approved, and too expensive to complete them. 

With the costs of materials and labor on the rise, Chicago has seen a decline in new develop-
ment. Total new housing construction in the metro area has been on the decline since 2021,57 
and estimated new apartment construction has been on the decline since 2020.58

One developer in the Roseland area said she spent an entire year rehabilitating a house in 
2022 and only made a $3,000 profit.59 Those sorts of undesirable outcomes will lead more 
developers to give up on an area. 

Chicago is doing better than most of Illinois’ metro areas in housing approvals.
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A survey of developers estimated the average costs of regulations nationally at almost 
$94,000 for a home of a little over $394,000, which is the average home price nationally, 
or almost a full one-quarter of the selling price.60 Not all that cost is local. There are many 
economic variables that go into the costs of bringing new housing onto the market in Chicago 
including materials, crime and appraisals by the county assessor. Still, zoning and building 
codes are policies within municipal government’s control that will drive costs down. 

There are also variables out of local control impacting all parts of the home building process. 
These include interest rates, which have increased significantly during the past few years 
from below 3% for a 30-year mortgage to above 7%. That’s why it’s even more important to 
reduce economic burdens within local control. 

Successful housing reforms elsewhere can serve as models for Illinois. Phoenix offers an opti-
mal case study. Phoenix implemented policies to become a “24-hour city” in 2012.  The policy 
sought to streamline and accommodate the development process. In fiscal year 2013, the year 
immediately after the policy was first implemented, 95% of all residential and 97% of all com-
mercial inspections were completed within one business day of the request.61

Phoenix’s current program, the Express Pass Program, allows qualified building projects to 
obtain site plan approval within 24 business hours (three business days) of submittal.  The Ex-
press Counter Log-In Program provides the option to schedule an appointment to complete 
construction plans online instead of waiting in line to be served.”62

The city has an effective self-certification program, too.63 Phoenix’s self-certification program 
may have helped buoy the Maricopa County housing market during the COVID-19 pandem-
ic,64 while homebuilding dropped across the rest of the country.65

Other Midwestern cities process permits much more quickly than Chicago, too. In Minne-
apolis, approval times are listed at 20-35 business days.66 Indianapolis has a permit review 
processing time target of 12 days for new home construction and 20 for new commercial 
construction, and the city consistently hits those targets.67 In Columbus, review times for 
residential construction permits can take as little as a week.68 Ohio state law requires permit 
applications to be reviewed within 30 days.69 These are examples of reforms Illinois needs to 
consider to speed up housing construction.
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Economic harms of restrictive zoning

The economics of zoning are simple: When you constrain the supply of something, you get 
less of it. Generally, when you have less of something and demand remains constant or in-
creases, prices go up. That’s exactly the effect zoning restrictions have on housing prices. Sta-
tistical analysis from the Cato Institute shows in most states, both rising land-use regulations 
and rising zoning regulations lead to rising real average home prices.70

The economic case for zoning reform is straightforward. Research from the Brookings Institu-
tion explains, “Where land is expensive, building multiple homes on a given lot is the most di-
rect way to reduce housing costs, because it spreads the cost of land across multiple homes.”71

There is extensive economic research detailing the broad harms of restrictive zoning laws. 
Nationally, Harvard University professor Edward Glaeser and University of Pennsylvania 
professor Joseph Gyourko estimate “a lower bound cost of restrictive residential land use reg-
ulation is at least 2% of national output.”72 The Bureau of Economic Analysis estimates nation-
al GDP at the end of 2023 reached $27.94 trillion,73 which puts the costs of zoning at $558.8 
billion annually and growing.

Chicagoans suffer disproportionately from “zoning taxes” compared to other Americans. A 
zoning tax, as explained by Gyourko and Jacob Krimmel, an economist for the Federal Re-
serve, is “the amount by which land prices are bid up due to supply-side regulations.” It’s the 
amount of real financial harm caused by zoning and land use restrictions. Gyourko and Krim-
mel estimate Chicago’s zoning tax at $60,000-$80,000, higher than Boston and Miami, and 
comparable to Philadelphia, Portland and Washington, D.C.74 The Census Bureau estimates 
Chicago median household income was $71,673 at the end of 2022.75  That means the zoning 
tax on many Chicago properties is more than most households earn in a year. How are Chica-
go families supposed to bear the burden of such a massive zoning tax?

There’s consensus across the Biden and Trump administrations about the harms of zoning 
restrictions. As the Biden administration explains, they constrain housing supply, prevent 
workers from accessing jobs and increase energy costs.76 With Executive Order 13878, the 
Trump administration established a Council on Eliminating Barriers to Affordable Housing. 
The order highlights the extent to which housing regulatory barriers strain household bud-
gets, limit educational opportunities, slow job creation, increase financial risk and even drive 
homelessness.77 While zoning reform cannot happen at the federal level, consensus across the 
ideological spectrum is an important indicator reform is necessary.
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Zoning policy in Illinois

According to research from the Cato Institute, Illinois’ land-use policies are the 30th-most 
restrictive in America. While that might make Illinois appear middle-of-the-road, Illinois’ 
land-use policies are the second-most restrictive in the Midwest. The gap between Illinois and 
many other Midwest states is significant. North Dakota ranks fifth, Nebraska seventh, Kansas 
eighth, Iowa ninth, South Dakota 12th, Missouri 17th, Indiana 18th, Ohio 19th, Michigan 21st, 

and Wisconsin 28th. Only Minnesota, at No. 33, has more restrictive land-use laws. Illinois’ 
low ranking among Midwestern states is particularly problematic because individuals and 
businesses can choose to locate in states where it’s easier and thus more affordable to live and 
build. Census Bureau data show in 2022 Illinois lost population to all adjacent states: Indiana, 
Iowa, Kentucky, Missouri and Wisconsin.78 It’s a major factor in Illinois’ highest-in-the-Mid-
west housing underproduction of 113,000 units.79 

Most land-use restrictions in Illinois are at the local level, particularly zoning laws. The state 
government has a minimal role. Municipalities in Illinois have authority from the state to zone 
land within their jurisdictions; counties and sometimes townships are responsible for zoning 
unincorporated land.80
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Under the Illinois Municipal Code, in order to adopt a new zoning ordinance, a municipality 
has to create a zoning commission appointed by the head of the municipal government (e.g. 
mayor or town president), which would then hold hearings on the proposed ordinance.81 The 
commission then must submit a proposed ordinance for the governing body to consider, 
which it could enact or refer back to the commission for changes.82 Once an ordinance is en-
acted, the commission would be abolished.83 The process for passing zoning ordinances at the 
county and township level is similar. 84

Illinois is one of 32 states that grants some local governments home rule authority.85 Home 
rule authority permits local governments to exercise any authority not explicitly prohibited to 
them by state law or the state constitution.86 For example, home rule units have the broad au-
thority to impose taxes such as cigarette and hotel taxes,87 issue bonds without referendum,88 
impose fines and fees such as a fee for acquiring a building permit,89 and enter contracts 
such as for the sale of property.90 Non-home rule local governments only have the authority 
granted to them explicitly by state law. Municipalities in Illinois with a population over 25,000 
automatically become home rule units. Non-home rule units can opt to become home rule by 
referendum. The state can only limit home rule authority on a case-by-case basis by passing a 
law with a 60% supermajority of the General Assembly.91 

With respect to zoning law, home rule gives municipalities full authority to zone their territo-
ry as they choose, unless state law explicitly limits that authority. Zoning reform at the state 
level would be significantly more difficult to accomplish because it would require the General 
Assembly to overrule home rule authority any time it wished to implement zoning reform in 
home rule units.

The Illinois Affordable Housing Planning and Appeal Act is one such law that imposes du-
ties on home rule units and indirectly impacts zoning policy. Under the act, if less than 10% 
of housing in a municipality is determined to be “affordable,” defined as taking no more than 
30% of gross annual household income for moderate (50-80% of area median income) and low 
(below 50% of area median income) income households, municipalities must approve an af-
fordable housing plan, which may include proposed zoning reforms to increase the amount of 
affordable housing in the city.92 In 2021, the law was amended to include all home rule as well 
as non-home rule municipalities and to give the Illinois Attorney General authority to enforce 
the requirement.93 In total, 48 of 1,298 municipalities fell below the 10% threshold in 2023.94

Naperville, Illinois’ fourth-largest city, has implemented some reforms in response to the act 
that might make housing more affordable. In Naperville, only 7.5% of housing was considered 
affordable from 2003-2018, below the 10% threshold established by the act.95 In response, 
the city adopted measures to incentivize housing affordability in early 2023.96 These include 
decreasing setback requirements, parking requirements, common-area requirements, in-lieu 
payments and permit fees, increasing lot coverage and height limits, and exempting develop-
ments from certain exterior wall construction regulations.97 These incentives had been pared 
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back from a previous version of the ordinance.98 The city rose just barely above the threshold 
in the Illinois Housing Development Authority’s 2023 report at 10.3%.99 We can expect having 
fewer restrictions will continue to increase the supply of housing deemed affordable.

It would be preferable for reforms in Naperville and elsewhere to happen primarily at the 
local level because it is more likely to lead to policies that fit the needs of the local community 
and are more durable.

Let’s now consider the zoning situation in Illinois’ biggest locality, Chicago.

According to data collected by Chicago CityScape from 2019,100 in total, 41.1% of land in the 
city of Chicago is specifically zoned for single-family housing. 20.8% is zoned for mixed 
use residential (multi-family housing) and commercial use. An additional 13.0% is zoned as 
“Planned Developments Unknown which allow residential,” meaning some of this land could 
in principle be used for either single- or multi-family housing. Residential property is not 
allowed on 25.1%. 

 

Many factors impact housing affordability, such as location desirability, school quality and 
quality of life. It might be difficult for the state to disaggregate all those factors. That’s why 
solutions tailored at the local level have a higher potential for success. Regarding basic 
supply and demand, zoning restrictions will tend to increase home costs because they limit 
housing supply.
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Recent statewide zoning reforms in 

America

There is growing support for zoning reforms at the state level, in blue, purple and red states. 
While local reforms are the best way to proceed, and we consider them in the next section, it 
is important to examine statewide reforms first. This will help us understand different ap-
proaches to zoning reform and inform which ones are relevant to Illinois. 

There is tremendous momentum behind zoning reform across America. A researcher from 
the Mercatus Center suggests there is a “housing revolution brewing,” in part because “Hous-
ing reform has always had appeal across the ideological spectrum.”101 Research from Mercatus 
shows from January to July 2023, over 200 bills had been introduced in state legislatures. 
They touched on issues such as accessory dwelling units and minimum lot sizes. Through 
June 2023, 33 bills were passed by at least one legislative chamber.102 

In 2019 and 2021 respectively, Oregon and California passed their own reforms. In 2023, 
Montana, Rhode Island, Vermont and Washington passed numerous major statewide reforms, 
while Florida, Oregon, Texas and Wisconsin passed more modest reforms. Before that, Arizo-
na, Colorado, Maine, Tennessee, Utah and Virginia passed their own reforms in the first half 
of 2024. 

Beginning in 2019, Oregon passed four significant bills in an effort to address insufficient 
supply and high housing prices, which have more than doubled since 2010.103 In 2019, Oregon 
banned single-family zoning, requiring towns over 10,000 to allow duplexes on land zoned for 
single-family housing, and cities over 25,000 to allow four-unit buildings.104 In 2020, the state 
adopted a “model housing code” to address the gap in “missing middle housing.” In 2021, the 
legislature required any jurisdiction subject to the 2019 law to permit lot divisions. In 2022, 
the state banned minimum parking requirements.105 

In what has been dubbed the “Montana Miracle,”106 the state passed a sweeping package of 
reforms in 2023 aimed at reducing the costs of construction in the state. Those reforms: 

1.	 Expanded exemptions from environmental assessment requirements.

2.	 Permitted cities to allow tiny homes.

3.	 Opened commercial zones to housing development.
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4.	 Formalized planning procedures and mandated cities adopt policies from a list of pro-
housing regulations.

5.	 Limited design review.

The state also passed legislation to allow duplexes anywhere single-family homes are permit-
ted for cities above 5,000 people and to stop cities from imposing parking mandates or own-
er-occupancy requirements on accessory dwelling units, which are separate dwellings on the 
same lot as a single-family unit. In December 2023, a Montana district court judge blocked 
these two laws from taking effect pending a legal challenge that alleged the laws violated the 
state constitution.107 

Washington also passed substantial legislation in 2023 targeting housing unaffordability. The 
policy reforms: 

1.	 Make it easier to subdivide existing multifamily buildings to create smaller units.

2.	 Require large cities and cities in major metropolitan areas to allow duplexes, 
fourplexes, or sixplexes, depending on the city’s size, the property’s proximity to transit 
and the developer’s inclusion of affordable units.

3.	 Limit design review to “clear and objective” standards.

4.	 Require local governments to allow accessory dwelling units.

5.	 Reduce restrictions on building condominiums.

6.	 Exempt most housing developments within planned “urban growth areas” from 
Environment Policy Act review.

7.	 Provide for the building code council to plan for allowing single-stair apartment 
buildings of six stories or lower.108

These more extensive reforms offer ways to increase supply and streamline construction. 

In 2023 Rhode Island passed its own package of bills attempting to address housing afford-
ability. These laws: 

1.	 Make it easier to get variances, modifications and discretionary approval for housing 
developments.

2.	 Require zoning be updated to match a municipality’s own comprehensive plan within 
18 months of a new plan’s adoption. It also requires an annually updated strategic plan 
for each municipality, although the content and legal force of the strategic plans are 
unclear.
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3.	 Require that site plan review must have “specific and objective” guidelines.

4.	 Require local inclusionary zoning to mandate at least 25% of all units be affordable and 
offer increased incentives for higher density housing.

5.	 Allow the adaptive reuse of commercial buildings for residential and mixed use.

6.	 Create a pilot program fund for development if cities rezone for moderate or higher-
density developments near transit stops.109

Rhode Island’s reforms generally are more modest than those in the other states discussed. 
The “inclusionary zoning” mandate may not actually make housing more affordable, because 
it might disincentivize building.

Vermont passed its own reforms in 2023. The state became the sixth in the country to legalize 
multi-family housing statewide, after Oregon, California, Washington, Montana and Maine. In 
addition to ending single-family zoning, Vermont implemented several other zoning reforms. 
The state limited parking minimums to 1.5 spaces per unit or fewer depending on the loca-
tion, and the state exempted building improvements from having to amend their permits for 
projects of 24 units or fewer.110

Florida and Wisconsin passed more modest reforms in 2023. 

Florida streamlined its permitting process and allowed more residential building in commer-
cial zones. Its broad zoning reform bill, Senate Bill 102, banned local rent control and signifi-
cantly restricted municipalities’ and counties’ ability to deny the construction of multifamily 
units, making local resistance to reforms more difficult.111 For example, a county or munici-
pality must authorize multifamily and mixed uses in any area zoned for commercial, indus-
trial or mixed use if affordable housing, as defined under the act, makes up at least 40% of the 
residential units in a proposed development for at least 30 years.112

Wisconsin allowed the construction of more residential buildings in commercially zoned 
areas statewide.113 At the local level, the city of Madison, Wisconsin, implemented a new tran-
sit-oriented development overlay district in 2023.114 The new district reduced parking require-
ments and incrementally increased the permitted dwelling units – allowing duplexes where 
only single-family homes were allowed, triplexes where only duplexes were allowed, etc. It 
also allowed for additional height in select underlying zoning districts and required a mini-
mum of two stories for new buildings in employment, mixed-use and multifamily residential 
zoning districts.115

The momentum behind state reforms to improve housing affordability has continued to grow 
in 2024. 
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Arizona passed legislation allowing developers to convert or demolish mixed-use buildings 
for residential development without going through the rezoning process.116 

Colorado passed a law preventing homeowners associations from prohibiting home-based 
businesses,117 and another law prohibiting occupancy limits based on familial relationship.118

Maine passed legislation requiring relatively inexpensive manufactured housing to be permit-
ted wherever single-family homes would be permitted.119 

Tennessee passed a bill streamlining their permitting process and allowing building inspec-
tions to be done by third parties.120 

Utah amended its existing law for incentives for municipal governments to establish housing 
and transit reinvestment zones to increase the proportion of the zone that must be allotted to 
affordable housing from 10% to 12%.121 The law also now requires 9% of that affordable hous-
ing to go to those earning less than 80% of the median gross income, and 3% to go to those 
earning less than 60% of the median gross income.122  

Virginia passed legislation that no local ordinance enacted after Dec. 31, 2023, requiring a 
special exception, or special or conditional use permit, be obtained to lease an owner-occu-
pied home for short-term rental.123 The state also passed a law that no ordinance can prohibit 
someone from leasing their residential property for 30 days or longer,124 and another that 
requires local planning commissions to use the same approval process for residential devel-
opment as they do for commercial development.125

California has been perhaps the most aggressive state when it comes to passing legislation 
to make housing more affordable. As research from the Brookings Institution shows, “Since 
2017, California lawmakers have passed over 100 pieces of legislation intended to combat the 
growing housing affordability and availability crisis.” That includes “laws that legalize build-
ing accessory dwelling units and duplexes in all residential areas, including neighborhoods 
previously reserved for single-family detached homes” and others “that lower procedural 
hurdles for achieving the state’s long-standing housing production targets and add teeth to 
enforcing those targets.”126

Cities such as San Francisco and Los Angeles have seen a greater increase in mortgage afford-
ability between 2019 and 2023 as measured by share of income as well as a greater decrease 
in rent and home prices relative to other cities. San Diego saw a relatively lower climb in 
home and rent prices in mortgage affordability.127

These reforms have been met with a great deal of local resistance and workarounds.128 For 
example, Woodside, California, cited wild animal protections to block new developments.129 
San Marino passed new size and use restrictions and imposed additional permits to impede 
the construction of new accessory dwelling units.130
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California is not alone in facing local resistance to statewide laws to promote housing de-
velopment. Cities in Massachusetts have delayed or refused to implement zoning for denser 
housing near public transit stops required by a recently passed state law.131 Even those who 
support reducing housing regulations have shown opposition to statewide reforms imposed 
on local governments. Before Maine ended single-family zoning, the Maine Policy Institute 
testified in support of many policy changes but against making them mandatory, suggesting 
incentives for local governments to voluntarily adopt the changes would be a better path. 
“Voluntary change is more sustainable,” the institute’s then-director of policy, Nick Murray, 
testified. 132 “Mandating that every municipality institute a suite of ordinances, which must be 
submitted to [the Maine Department of Economic and Community Development] for compli-
ance, is a sort of one-size-fits-all approach which is unreasonable to impose on every corner 
of Maine.”133

Even decades-old laws are facing new opposition from locals because of recent changes. A 
32-year-old Connecticut law allows developers a right to appeal a rejection by town govern-
ments if 30% of the proposed development would be affordable, below-market housing.134 
Now that rents have skyrocketed and local governments are seeing a corresponding jump 
in applications, residents have come out in opposition, signing petitions, claiming historical 
preservation and raising funds to fight new developments in court.135

These instances of local resistance across the country illustrate while statewide reforms can 
be good policy and can bring about needed change, implementing these policies at the local 
level is preferable so they are embraced by the community.
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Recent local zoning reforms  

in America

The most durable way to reform zoning regulations in Illinois and across America is at the 
local level. Local buy-in is necessary, because local leaders can undermine unwanted reforms 
imposed on them by the state. It’s also key to our federal structure, which is supposed to 
decentralize power and push it to the lowest level possible. Zoning laws are, for the most part, 
local laws across the nation except when the state imposes guidelines from above. Here we 
consider promising recent local reforms across America.

In June 2010, Denver adopted a new zoning code. Most areas were up-zoned for increased 
housing density while some were down-zoned. A new report from the American Enterprise 
Institute concludes the changes overall encouraged housing construction. What’s more, 
“Compared to the entire state or the nation, Denver experienced a massive building boom 
after 2010. Before then, Denver had always been a bit of a laggard in construction activity.”136 
From 2011-2021, when compared to 2000-2010, the number of duplexes built increased 
by 18%, the number of townhomes built increased 222%, the number of multifamily homes 
increased by 208%, and the number of condominiums and multifamily combined units in-
creased by 56%.137 

Minneapolis presents a particularly promising recent example of positive local zoning re-
forms. As part of its efforts to make housing more affordable with its Minneapolis 2040 
plan,138 Minneapolis enacted the following reforms:

1.	 Eliminating minimum parking requirements for all new developments.

2.	 Permitting duplex and triplex construction on all residential lots in the city, effectively 
removing single-family zoning.

3.	 Adding several zoning districts where more housing can be built near transit and 
commercial districts.

4.	 Establishing minimum height requirements in high-density zones.139

These reforms have had the intended effects of increasing housing supply and moderating 
rent increases. 
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A comparison with Chicago is illustrative. 

Housing supply in Minneapolis grew by 11.9% from 2017 to 2022, while it only grew by 4.1% 
in Chicago, where zoning restrictions are tighter. During the same time, the average rent only 
increased by 1.8% in Minneapolis while it increased by 16.5% in Chicago.140 All this happened 
even though Chicago’s population shrank while Minneapolis’ grew. 

The other Twin City, St. Paul, promoted a greater variety of housing types in low density areas 
as part of a two-phase plan beginning in 2022 and fully implemented in 2023.141 The first 
ordinance expanded the number of allowable accessory dwelling units and reduced minimum 
lot size requirements.142 The second ordinance further expanded those reforms and replaced 
existing zoning categories to allow more housing types, including multi-family homes.143

While Texas streamlined the permitting process and added a time limit for permitting state-
wide in 2023, most of the state’s zoning reforms are seen at the local level.144 

Houston has long been the model for zoning reform at the local level. Houston is known for 
having few zoning restrictions. In 2013, the city reduced minimum lot size for single-family 
zoned parcels throughout a large portion of city. 145 Houston’s “unzoned” status led it to see 14 
times more housing construction than San Jose, and in 2019 built a similar number of apart-
ment buildings to the larger city of Los Angeles.146 In 2019, Austin loosened zoning restrictions 
and provided incentives for higher density in affordable and mixed-income developments. 147 
Houston and Dallas saw increases in affordability in mortgages as a share of income between 
2019 and 2023, while Austin saw a decrease in affordability. Houston is another promising 
model for Illinois cities.
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Starting in 2020, and prompted by the state laws discussed above, Portland, Oregon, started 
its Residential Infill Project to address housing affordability. The project has had two parts 
already. Its purpose is to “allow more housing options in Portland’s neighborhoods, including 
duplexes, triplexes and fourplexes, but only if they follow new limits on size and scale.” The 
first part’s rule changes focus on select areas and require smaller houses “that better fit exist-
ing neighborhoods,” create “more housing choices for people’s changing needs” and establish 
“clear and fair rules for narrow lot development.”148

The second part expands further what types of housing are permitted.149 In two low-density 
zones it permits multi-family housing on all buildable lots and expands allowances for more 
accessory dwelling units. In three other zones, attached houses and cottages are now per-
mitted. It creates “an expedited land division process to simplify homeownership options for 
middle housing.”150

These reforms appear to be impacting housing prices favorably. Portland residents saw 
greater decreases in home prices relative to other major cities as well as increased mortgage 
affordability between 2019 and 2023.151 Rent for apartments in Portland increased 0.26% from 
June 2021 to January 2024, while they increased 9.8% in Chicago.152 In the housing market, 
between June 2021 and March 2024, average prices in Illinois went up 17% versus 10.2% for 
Oregon. Chicago went up 4.2% compared to 0.61% for Portland. Here we use June 2021 as a 
baseline because that’s when the zoning laws started to go into effect for Oregon.153 It is im-
portant to note we cannot say all these disparities are because of this reform. We can say the 
data indicate a positive impact from Portland’s reforms. 

In 2023, Madison, Wisconsin, implemented reforms meant to address housing supply by 
allowing more housing near public transit. The city council created a “Transit Oriented Devel-
opment Overlay District” meant to increase housing near public transportation in reaction to 
changes to the city’s transportation infrastructure. The overlay district will make it easier to 
erect duplexes in neighborhoods consisting mostly of single-family homes.154 

Seattle has also changed various policies to make housing more affordable. In 2019, the city 
passed an ordinance that is supposed to “remove barriers to the creation of attached and de-
tached accessory dwelling units and add a floor area ratio requirement in certain single-family 
zones.”155 The second aspect of this reform appears problematic because it effectively controls 
the size of single-family homes. Other elements of Seattle’s reforms appear problematic, too.

As part of the city’s “Mandatory Housing Affordability Program,” new developments are re-
quired to “include affordable housing (performance option) or contribute to the Seattle Office 
of Housing fund to support the development of affordable housing (payment option).”156 Such 
policies create a disincentive for developers because they’re forced to either pay a fee or set 
aside a portion of units and price them to be “affordable” based on government-determined 
guidelines.
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Between 2019 and 2023, Seattle was in the middle of the pack for rent prices relative to other 
cities that enacted zoning reforms.157 In addition, the city is currently facing a lawsuit filed 
by the Institute for Justice on behalf of Seattle homeowners intending to add an addition to 
house their two adult children. Before getting a building permit, the homeowners would ei-
ther be required to build additional affordable housing units or pay nearly $77,000 towards a 
fund for affordable housing.158

Jacksonville, Florida, passed modest reforms in 2022 that appear to be a potential prelude to 
more substantial reforms in years to come. In November 2022, the city council passed two 
ordinances that expand where accessory dwelling units can be built and rented.159 The bills 
allow the units in most neighborhoods zoned for single-family housing (except where prohib-
ited by homeowners associations).160 

In 2023, the city’s Infrastructure Transition Committee issued an “Affordable Housing Sub-
committee Recommendation Report.” Notable recommendations include streamlining the 
horizontal and vertical permitting processes, scrutinizing policies and regulations that de-
crease housing supply, promoting the construction of “missing middle” housing, increasing 
allowed density, and addressing tap-on and connection fee barriers to affordability.161 For ex-
ample, the committee endorsed reducing the permitting backlog and speeding up the devel-
opment process for housing, including by “dissolving department silos and increasing collab-
oration, simplifying and digitizing application procedures and documentation, and providing 
transparent guidance.”162

The local reforms highlighted in this section certainly are not exhaustive of the reforms enact-
ed in recent years. They merely represent prominent ones in cities, especially larger cities such 
as Houston, Seattle and Jacksonville, that offer good potential models for Chicago and Illinois. 
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Recent housing reforms in Illinois

There’s true momentum behind land use regulation reform in Illinois because of proposed 
reforms outlined in April 2024 by Chicago Mayor Brandon Johnson. Depending on how these 
reforms unfold, Chicago could become a national leader on the issue. 

Chicago’s efforts adopt elements of two divergent approaches. The first is a market-oriented 
approach focusing on increasing supply by making it easier to build housing. The second is 
known as “inclusionary zoning.” The market approach works. Inclusionary zoning doesn’t. 

According to the Chicago Department of Housing “Inclusionary Housing Task Force Staff 
Report,” inclusionary housing seeks to ensure “new private development creates affordable 
housing in communities where the market and public policy have failed to do so.”163 This ap-
proach forces developers to allocate a certain percentage of units (e.g. 10% or 30%) in proposed 
development projects to be priced “affordably” for lower-income households, or pay a fee.

Five communities in the Chicago area have adopted the “inclusionary housing” approach: 
Chicago, Evanston, Highland Park, Lake Forest and St. Charles. They require or provide in-
centives for developers to build low-income housing.164 They require a percentage of units to 
be set aside and be made affordable. In Evanston for privately funded developments, 10% of 
units must be set aside. For properties receiving public funds, 20% must be set aside.165  

The track record of these reforms in Chicagoland is questionable. For example, Highland Park 
requires all residential developments of properties with five or more units to set aside 20% as 
affordable.166 In 2004, shortly after implementing its inclusionary zoning ordinance, the share 
of affordable housing in Highland Part was 7.6%, or 876 units.167 By 2018, 9.3% of housing, or 
1,056 units, was considered affordable in Highland Park, a mere 1.7 percentage-point increase 
in 14 years.168 By 2023, the percentage of affordable housing there had dropped to 6.3%, or 766 
units – 110 fewer units than in 2004.169 One likely reason these projects have failed is requir-
ing properties of five or more units to set aside 20% of units as “affordable” just incentivizes 
building smaller projects that skirt the requirements. That’s evidence that inclusionary zoning 
is counterproductive.

In February 2024, the city’s housing commission approved an affordable housing plan from 
the Highland Park Community Land Trust program and Community Partners for Affordable 
Housing. It provides $225,000 to acquire, rehabilitate and sell three single-family homes to 
households earning less than 80% of the area median income, which is about $88,250 for a 
four-person family.170 Even if these policies worked at the large scale – which they don’t – 
adding three units of affordable housing will not make a dent in Highland Park’s affordable 
housing crisis. 
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The results of inclusionary zoning regulations passed in Lake Forest in 2005 also were disap-
pointing. The Lake Forest ordinance required developments with five or more dwelling units 
to set aside 15% of the units as affordable housing. In 2004, Lake Forest’s share of affordable 
housing was 5.1%, or 339 units.171 By 2018, the share had inched up to 5.3%, or 348 units.172 By 
2023 it reached 5.8%, or 407 units, equivalent to an increase of only 0.7 percentage points and 
a total of 68 additional units in 20 years.173

Inclusionary housing ordinances in Evanston, Highland Park and Oak Park cannot solve the 
housing affordability problems in those areas, according to a report from Illinois State Uni-
versity set to be released in August 2024. The report finds “more direct efforts” are necessary 
“to support future affordable housing developments.”174

Chicago’s inclusionary housing program is the Affordable Requirements Ordinance. It “re-
quires residential developments with 10 or more units that receive City Council approval for 
an entitlement, a city land purchase or financial assistance to provide a portion of the units 
as affordable housing.”175 By adding unnecessary requirements to housing developments in 
a city already facing an affordable housing shortage, the ordinance creates an unnecessary 
barrier to construction. 

Inclusionary zoning requirements appear insufficient at best and counterproductive at worst. 
Peter Van Doren of the Cato Institute describes such policies as a “tax on new housing” that 
ironically “reduces its supply and thus increases its price.”176 Twelve Illinois municipalities 
have recently passed market-oriented reforms that will increase housing supply by loosening 
restrictions on accessory dwelling units. These reforms will permit a second housing unit on 
a single-family lot. Naperville and River Forest are considering similar measures.177  

Often, the seemingly loosened restrictions are much tighter once they are examined more 
closely. Chicago’s underwhelming accessory dwelling unit reforms are illustrative. There are 
some positive changes, including no longer requiring additional parking for newly created 
units. Every other aspect of the policy retains tight controls. They include:

•	 No existing on-site parking can be removed to create accessory dwelling units without 
administrative adjustments or other zoning relief.

•	 No short-term leases or vacation rentals, such as Airbnb, are permitted in the units.
•	 Coach houses may cover no more than 60% of a property’s required rear setback and 

may contain no more than 700 square feet of living space.
•	 No elements of a coach house can exceed 22 feet in overall height above grade.
•	 Accessory dwelling units are exempt from minimum lot area-per-unit rules.
•	 In the North and Northwest zones, vacant lots can have coach houses constructed 

before a principal residence, but this is not permitted elsewhere.
•	 In the West, South and Southeast zones, buildings with one to three units must be 

owner-occupied to add a conversion unit.
•	 In the West, South and Southeast zones, buildings must be owner-occupied to add a 

coach house.
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•	 In the West, South and Southeast zones, only two accessory dwelling unit permits will 
be issued per block per year.178

Given so many restrictions, we would not expect this minor reform to have anything resem-
bling a significant impact on housing supply or prices. True accessory dwelling unit reform 
would retain minimal restrictions. 

The city is issuing a remarkably low number of permits. For example, when Chicago’s acces-
sory dwelling unit pilot programs started accepting permits in May 2021, only six permits 
were issued between May and October of that year, out of a total of 158 pre-approved appli-
cations for a permit.179 The processing picked up, but in the span between May 2021 until the 
end of 2022 the city approved fewer than 500 of the units. 180 That is a less than a 0.1% in-
crease in the city’s total number of housing units. 181

In response to this array of barriers to building, in April 2024 Mayor Brandon Johnson re-
leased his “Cut the Tape” report. It has three elements: “Build Faster – speed up the pace of 
development by streamlining approval processes. Build Everywhere – allow more housing 
and businesses to be developed in more places. Build Together – partner with public, private 
and philanthropic stakeholders to create innovative solutions.”182 These elements are all 
sound. 

The proposed outputs are likewise promising:

•	 Decreased number of total steps in a given development process.
•	 Decreased number of weeks for review cycle and permit process.
•	 Decreased number of days for turnaround of city feedback at each step of a process.
•	 Decreased number of revisions required to be re-reviewed by staff and resubmitted.183

When the report gets to proposed outcomes, potential trouble arises. The very first one is, 
“More units of (affordable) housing are created and preserved.” The report suggests, “The 
most direct way to create affordable housing, of course, is for the City to subsidize the 
creation of affordable units.” Or to force builders to create it: “market-driven housing is a 
major way that Chicago creates more legally restricted affordable housing thanks to the 
Affordable Requirements Ordinance. In many of the highest-cost neighborhoods, a majority 
of the new legally restricted affordable housing created in recent years has been a result 
of the ARO.”184 As discussed above, the ordinance creates more barriers to constructing 
housing. The only people who can create housing are builders and developers, and it must 
be in their interests, financial and otherwise, to do so. Boosting the ordinance won’t improve 
housing affordability. 

The second proposed outcome is, “More units of transitional and supportive housing are 
created and preserved.” The city cannot demand the construction of this housing. The best 
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way to support people who might seek transitional or supportive housing is to pursue housing 
abundance, giving them access to more permanent dwellings.

Fortunately, the remaining proposed outcomes are more promising because they’re aligned 
with proven market-oriented reforms:

•	 More commercial developments are created and preserved.
•	 Fewer and shorter project delays.
•	 Decreased project costs.
•	 Increased clarity and transparency from the city.
•	 Increased satisfaction with the city process.
•	 Improved data collection and tracking.
•	 A culture of operational efficiency, iteration and continuous improvement.

These reforms are also the best way to achieve the first two desired outcomes. 

The city expects to enact reforms in the coming months and years. We will be able to assess 
how effective we expect them to be once the specific reforms are made public.
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Policy Recommendations

With the right reforms, communities can make housing more affordable. In this section we 
consider proven bipartisan reforms Illinois municipalities would benefit from adopting. 
Many of them have been adopted in Democrat-led cities with Republican support and have 
broad support.

The most promising reforms center on making it easier to build a greater number of units 
and variety of housing. Easing zoning regulations needs to be a top priority. Municipalities 
need to permit construction of more multi-family housing where only single-family is cur-
rently allowed. 

By-right zoning is the best overall approach to zoning. If someone meets requirements for us-
ing property, it needs to be approved. Once unnecessary hurdles such as hearings arise, there 
will be significantly less housing. 

Research from the American Enterprise Institute offers a promising solution to restrictive 
housing policies: legalize “light-touch density” housing. This allows for the construction of 
duplexes, triplexes, quads through eight-plexes, townhouses, accessory dwelling units and 
similar structures. AEI scholar Edward Pinto explains the policy has significant benefits: “By 
allowing more units on a single parcel of land, LTD is both naturally affordable and naturally 
inclusionary, creating upward mobility naturally through a more accessible housing market. 
All it takes is repealing the laws that ban it.”185

In a recent report, AEI research explains light-touch density is not a one-size-fits-all ap-
proach. Rather, it depends on the community, land and construction costs. “For high-cost ar-
eas: Tearing down an existing unit and replacing it with a 2- to 8-plex. For medium-cost areas: 
Adding additional unit(s) (ADU or second home) to an existing parcel. Everywhere: Increasing 
the as-built density of new greenfield developments.”186

AEI research estimates significant benefits from the policy. Nationwide, it could add up to 
1.3 million housing units each year during the next 30-40 years, which translates to up to 52 
million units.187 In Chicago alone, AEI’s Housing and Economic Analysis Toolkit projects light-
touch density would create 37,334 new homes annually.188 

Legalizing more accessory dwelling units such as basement apartments or backyard houses 
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may in fact be one of the solutions for which it is easier to find support in the community. The 
Bipartisan Policy Center explains these “can be a win-win for tenants and property owners, 
providing affordable rental units as well as benefits to homeowners – including generating 
income from an existing asset and adding flexibility in family living arrangements.”189

As noted, Chicago’s accessory dwelling unit reforms are far more restrictive upon further 
analysis than they appear at first glance. Here is an example of how those guidelines could be 
revised to achieve more affordable housing:

•	 Allow existing on-site parking to be removed to create accessory dwelling units 
without administrative adjustments or other zoning relief.

•	 Permit short-term leases or vacation rentals, such as Airbnb, in the units.
•	 Coach houses may cover any portion of a property’s required rear setback and may 

contain any amount of living space.
•	 Fewer restrictions on how much of a coach house can exceed 22 feet in overall height 

above grade.
•	 Throughout the city, vacant lots can have coach houses constructed before a 

principal residence.
•	 Throughout the city, buildings do not need to be owner-occupied to add a conversion unit.
•	 Throughout the city, buildings do not need to be owner-occupied to add a coach house.
•	 Throughout the city, no limit on the number of accessory dwelling unit permits issued 

per block per year. 

Streamlining housing construction will also make it more affordable. Urban Institute research 
calls for shortening the approval timeline for new development. This would enable “devel-
opers to produce more housing in less time.”190 According to a 2021 survey conducted by the 
National Association of Homebuilders, the pure cost of delay (if regulation imposed no other 
cost) is $1,494 on an average $393,000 home.191 And a 2016 paper from the University of Cali-
fornia-Berkely Terner Center for Housing Innovation studied Massachusetts’ Comprehensive 
Permit Act and concluded if California were to adopt a similar bill streamlining the approval 
process, it would “reduce this capital risk, reducing building costs and increasing the efficien-
cy of public subsidies for affordable housing.”192

There are many other burdensome regulations making housing less affordable. Executive 
Order 13878, issued in 2019 by the Trump Administration, identifies some of the more prob-
lematic ones: “cumbersome building and rehabilitation codes; excessive energy and water 
efficiency mandates; unreasonable maximum-density allowances; historic preservation 
requirements; overly burdensome wetland or environmental regulations; outdated manufac-
tured-housing regulations and restrictions; undue parking requirements; cumbersome and 
time-consuming permitting and review procedures; tax policies that discourage investment 
or reinvestment; overly complex labor requirements; and inordinate impact or developer 
fees.”193 To the extent they represent burdens in particular communities, local leaders need to 
consider reducing the harms of these sorts of regulations.
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Municipalities also need to make the approval process quick and predictable. Otherwise, 
zoning and other reforms might have no impact. The Bipartisan Policy Center explains even 
when zoning laws are favorable towards development, “getting new projects approved is often 
slow, costly, and unpredictable. Many projects require discretionary approvals, meaning local 
planning commissions and boards can reject proposed projects even if they meet zoning re-
quirements.” The solution is to adopt “by-right development processes” which prioritize “the 
development of higher density multifamily housing through uniform, codified, and consistent 
zoning and development regulation.”194

A Pew Research Center survey found substantial popular support for a wide range of reforms 
discussed in this report. Most Americans and Midwesterners support requiring simplified, 
faster permitting (86% nationally, 86% in the Midwest), allowing the conversion of basements 
and attics to apartments (73%, 70%), allowing apartments over garages or in backyards (72%, 
70%), eliminating parking minimums (62%, 65%), and allowing townhouses and small multi-
family units on any residential plot (58%, 56%).195 

The reforms in this section are in no way exhaustive. When a community has regulations that 
make it more difficult to construct housing, it is important to examine the regulation care-
fully and assess what its costs and benefits are. If the costs are substantial, the regulation is a 
candidate for reform.
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Conclusion

Across America, there is growing bipartisan momentum behind achieving more affordable 
housing through zoning reforms. Hundreds of bills were introduced in 2023 across the nation 
to reduce restrictions on housing construction. There have been dozens more in 2024. 

The reforms are straight out of Econ 101: increase supply, decrease costs. Zoning reforms 
have proved this principle true regarding housing across the United States. 

This is a quintessentially American movement because it operates best at the lowest possible 
level, that of local government. The local approach fits comfortably within America’s federal 
structure, which devolves significant power to states and local governments. This structure 
has served America well for centuries, and it will serve our nation well on the issue of zoning 
reforms. 

Zoning reforms are about creating communities in which people can afford to live and grow 
their families and businesses. When housing is too expensive, people we care about and 
businesses that are the backbone of our economy don’t have room to live and grow within 
their means. So, they leave. That’s why we need a welcoming housing market where people 
can afford to build and buy the kinds of homes they need. This becomes difficult when zoning 
regulations and other restrictions prohibit the construction of various kinds of housing such 
as multi-family units that are affordable to more people.

Illinoisans are facing a housing affordability crisis that is the result of bad policy decisions. A 
harmful combination of sky-high taxes and burdensome regulations is driving this housing 
crisis. With the highest underproduction of housing in the Midwest, Illinois should not wait to 
address this growing problem. 

The time is right for municipalities across the state to enact zoning and other reforms that 
will make it easier to build more housing. By making housing more affordable, these commu-
nities will become more appealing places to live and do business. It’s happening across Amer-
ica. It is time for it to happen in Illinois. 
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